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Tur Committee for Economics and Business Research of the 
Temple University School of Business and Public Administra- 
tion was organized to provide a vehicle for stimulating and 
coordinating advanced and analytical studies. Its primary objec- 
tive is to serve the alumni of the University by bringing to their 
attention pertinent developments in the world of business. It is 
also its purpose to contribute to the solution of specific problems 
as an aid to the business community and government. As a 
means of implementing these objectives, the Committee pub- 
lishes quarterly the Economics and Business Bulletin contain- 
ing some of the significant results from its current activities. 


The reader’s appraisal of the Bulletin and comments upon it 
are solicited. The Committee also will appreciate receiving and 
will consider requests or suggestions for particular studies 
which may be of value. 


Address all inquiries to the Committee. 


The opinions and views expressed in the articles contained 
in this Bulletin are those of the writers and cannot be construed 
as the official opinions or policies of the School of Business. 











Education—An Economic Frontier 
by MILLARD E, GLADFELTER* 


Ed. Note: This article is included because 
it summarizes well some of the aspects 
and implications of the problems faced by 
educational institutions today. In dealing 
with the various proposals, the writer has 
not intended either to advocate or slight 
any, but rather he has aimed to set forth 
the many aspects of a growing and evolv- 
ing pattern which is of concern to every 
youth and parent and which is at the very 
foundation of our society. 


One could say that education is one 
of America’s most rapidly expanding 
businesses. Increasing school enroll- 
ments, rapid extension of physical facili- 
ties, tremendous increase in educational 
budgets, and the importance attached to 
it by the public have made education a 
big business. It now appears that in the 
next half century education may expand 
to such an extent that it may be con- 
sidered a part of our economic frontier. 


CHANGING CONCEPTS 
AND CONDITIONS 

The concept of opportunity which the 
American people have built around edu- 
cation is a paramount reason for the ex- 
tension of our programs and facilities. 
The majority of our people have come +o 
believe that it is synonymous with suc- 
cess. To live happily in our society and 
to succeed in a material way one needs 
to possess, they reason, a maximum of 
that which is presumed to come from our 
educational processes. A partial endorse- 
ment of this concept is found in the re- 
port of the President’s Commission. It 


* Millard E. Gladfelter, Provost of Temple 
University, began his career as an edu- 
cator, teaching in the rural schools of 
his native Pennsylvania. Coming in 1930 
from the supervising principalship of the 
West York schools to direct the Temple 
University High School, he became suc- 
cessively the University Registrar, its 
Vice-President, and its Provost. 

Through the years he has remained 
close to schoolmen’s problems on many 
levels through active membership in local, 
state, and national educational bodies, and 
through the studies he has contributed to 
the journals published by these organi- 
zations. He has a familiarity with the 
problems of higher education. He is a 
member of the Commission on Higher 
Institutions for the Middle States Asso- 
ciation and has served as committee 
chairman for many college evaluations. 
The history of the Commonwealth of 
Pennsylvania has engaged his attention 
since the early days of his teaching, and 
he has had a special interest in the cul- 
ture, folklore, and history of the Penn- 
sylvania Dutch. 


states that: 


“It is commonplace of the democratic 
faith that education is indispensable 
to the maintenance and growth of 
freedom of thought, faith, enterprise, 
and association. Thus the social role 
of education in a democratic society is 
at once to insure equal liberty and 
equal opportunity to differing indi- 
viduals and groups, and to enable the 
citizens to understand, appraise, and 
redirect forces, men, and events as 
these tend to strengthen or to weaken 
their liberties.” 1 
In the beginning of this century most 

states had enacted or had begun to enact 
legislation requiring compulsory attend- 
ance in elementary and secondary schools. 
These laws have been refined constantly 
so that, whereas at one time completion 
of the elementary school was considered 
adequate, today more than 70 per cent 
of the students of high school age are 
enrolled in secondary schools. In 1900, 
for example, the high schools enrolled 
11 per cent of the fourteen to seventeen 
age group while in 1940 more than seven 
million, or 73 per cent, of these youths 
were in attendance. 

This increase in secondary school popu- 
lation has been accompanied by a rise in 
college enrollment. As more students 
were graduated from high school, a larger 
number of able graduates sought admis- 
sion to college. At the beginning of the 
century, 4 per cent of the youth that 
were eighteen to twenty-one years of age 
were enrolled in institutions of higher 
education. By 1940, the last pre-war 
year, this enrollment had risen to 1.5 
mitlion or a little less than 16 per cent 
of that age group. It is now estimated 
that approximately 2.5 million students 
are enrolled in colleges and universities. 

With the exception of the land grant 
and municipal institutions, most of the 
support for the colleges and universities 
comes from private funds. There has 
been some federal subsidy for vocational 
and specialized programs such as that 

1 Higher Education for American Dem- 
ocracy. The Report of the President’s 
Commission on Higher Education, Vol. I. 


“Establishing the Goals,” p. 5. Harper & 
Bros., 1947. 
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granted under the Smith-Hughes Act, and 
the considerable sums of money which 
are now allocated for research on col- 
lege campuses under Natural Resources 
Development and Atomic Research 
Programs and the like. The Federal 
Government’s direct support of public 
education has been very small. During 
the past 15 years Federal agencies have 
become interested in the national govern- 
ment’s responsibility for higher educa- 
tion. The National Youth Administra- 
tion, Civilian Conservation Corps, and the 
G. I. Bill of Rights have provided oppor- 
tunities for study and research in respect 
to inequalities, lack of opportunity, waste 
of human resources, and the extent to 
which a larger number of qualified youth 
avail themselves of educational oppor- 
tunities if funds are made available. 


Two-thirds of the veterans of World 
War II whose applications have been ap- 
proved for education and training benefits 
have entered upon such programs. As 
of April 30, 1949, 1,027,420 veterans were 
enrolled in institutions of higher learn- 
ing. By June 30, 1949, the total cost for 
the education of veterans at the college 
and university level amounted to $3,814 
million. The tremendous emphasis which 
this large enrollment of veterans of 
World War II in colleges and universities 
places upon the values of education in 
itself is a significant factor in present 
plans for the extension of opportunities. 


Regional and local problems, lack of 
financial responsibility, discrimination, 
and the low level of family income have 
been studied and summarized by educa- 
tional bodies and governmental agencies 
and translated into Federal programs 
which are designed to conserve our 
human resources by providing more op- 
portunities in higher education for able 
and promisirg youth. 


THE PROBLEM 

Our national responsibility to all youth 
is the basis for the discussion of this 
problem. As the number of youth attend- 
ing college increases, the American pub- 
lic is becoming more conscious of the 
value of education beyond the secondary 


school. During the past 20 years educa- 
tors have, in increasing numbers, placed 
monetary or future income values upon 
education. In addition to these emphases 
our legislative and licensing bodies have 
been adding to the qualifying educational 
requirements for certification for practi- 
cally all of the professional, semi-profes- 
sional, and service fields. These condi- 
tions have caused more parents to attach 
importance to a post high school educa- 
tion for their children. 


The Report of the President’s Commis- 
sion summarizes what has become an 
attitude in the minds of many people for 
a national responsibility. 


The American people should set as 
their ultimate goal an educational sys- 
tem in which at no level—high school, 
college, graduate school, or professional 
school—will a qualified individual in 
any part of the country encounter an 
insuperable economic barrier to the at- 
tainment of the kind of education 
suited to his aptitudes and interests. 
This means that we shall aim at mak- 
ing higher education equally available 
to all young people, as we now do edu- 
cation in the elementary and high 
schools, to the extent that their ca- 
pacity warrants a further social in- 
vestment in their training.? 


In order to achieve the ultimate goal 
for those able to experience something 
beyond high school, the Commission 
found that: 


The time has come to make educa- 
tion through the fourteenth grade 
available in the same way that high 
school education is now available. This 
means that tuition-free education 
should be available in public institu- 
tions to all youth for the traditional 
freshman and sophomore years or for 
the traditional 2-year junior college 
course. To achieve this, it will be 
necessary to develop much more ex- 
tensively than at present such oppor- 
tunities as are now provided in local 
communities by the two-year junior 
college, community institute, com- 
munity college, or institute of arts and 
sciences. 


Enrollments Limited by Income 
Many studies have been made of the 
number of youth who do not attend col- 


2Ibid., p. 36. 
3 Ibid., p. 37. 
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lege.4 It is presumed, of course, that 
factors other than desire are the com- 
pelling reasons for which they do not go 
to college. The President’s Commission 
reports further that: 

It must always be remembered that 
at least as many young people who 
have the same or greater intellectual 
ability than those now in college do 
not enroll because of low family in- 
come. This is the single, most outstand- 
ing factor in the whole situation.5 


Recently Commissioner McGrath stated 
that: 


Out of every thousand children fin- 
ishing the fifth grade together, 900 
have the ability to go through high 
school: yet only 403 do so. Out of that 
same thousand finishing the fifth grade, 
320 have the ability to go through col- 
lege; only 70 do so. Thus, every year, 
the Nation is failing to train 55 per 
cent of those who ought to finish high 
school and 76 per cent of those who 
could profit from college.® 


Studies made in Pennsylvania, New 
York, Minnesota, and Wisconsin of both 
rural and urban children reveal that a 
very high percentage of students who are 
graduated in the upper half of their high 
school classes do not go on to advanced 
work. There are, of course, two factors 
that bear on the results which these 
studies do not reveal. First, there is no 
way of telling whether all those who are 
graduated in the first half of a high 
school class wish to go to college, even 
though they be economically able to at- 
tend. Second, varying educational and 
economic requirements render the per- 
centages not comparable as_ between 
states in which differing legislation and 
public institutions are found. For ex- 
ample, land-grant colleges are supposedly 
tuition free institutions which admit stu- 
dents without economic, and in some 
states, scholastic discrimination. Such 
institutions are found only in about half 
of the states. 


4For example, see Fortune’s Survey, 
Findings on High-School Students’ Aspira- 
tions, Opinion of Teachers High Schools. 
Fortune, December 1942, p. 8ff. 

5 Address by Earl James McGrath, U.S. 
Commissioner of Education, Federal Secur- 
ity Agency, Washington, D.C. before the 
Association of Land-Grant Colleges and 
Universities, Kansas City, Missouri, Oc- 
tober 27, 1949. 

6 Ibid. 


Commissioner McGrath points out fur- 
ther that it was found in the New York 
study that economic limitations affected 
attendance: 

Consider the student’s side of the 
matter first. Lack of finances is not 
the only reason for students dropping 
out of college. Low parental income 
is, however, the principal reason why 
seven out of ten persons having col- 
lege abilities never finish an under- 
graduate course of studies. The New 
York study, for example, shows that in 
1939, seven in every ten children in 
that comparatively wealthy State were 
in homes where parents could not 
afford to send them to college. Actu- 
ally, the facts show that it is easier 
for the low-ability boy from a wealthy 
home to go to college than it is for a 
highly talented boy from a low-income 
family.7 
It is estimated by those who propose 

that we take steps to reclaim this waste 
of human resources that approximately 
two million students having adequate 
background and ability do not now go to 
college. Using these data and general 
population trends, they estimate the fig- 
ures for the 1960-70 college enrollments 
at from four to six million. Before the 
war 14 per cent of our youth of college 
age were in attendance at some institu- 
tion of higher learning. During the life 
of the “G. I, Bill” approximately 25 per 
cent have been enrolled. If then, the 
proposals for the extension of oppor- 
tunity on the collegiate level are carried 
out, it is likely that from 40 to 60 per 
cent of the youth of college age will be 
in attendance within a 15 or 20 year 
period. 

Discrimination, a Factor Limiting 
Enrollments 

The extent of discrimination against 
minority and racial groups has been of 
considerable concern to educators and the 
public alike. Within recent years this 
problem has become more acute because 
of the large number of applicants who 
were denied admission to colleges and 
professional schools. Many of the studies 
suggest that selection was not always on 
a scholastic basis. It appears that, there- 
fore, in addition to the economic limita- 


7 Ibid. 
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tions which affect one segment of our 
population, there are discriminatory prac- 
tices which affect another or overlapping 
segment. 

The President’s Commission reports 
that although Negroes represent approxi- 
mately 10 per cent of the total popula- 
tion of the nation, they constitute only 
about 3 per cent of the total first year 
student enrollment in higher institutions. 
For this group the problem is accentu- 
ated by economic and geographic factors. 
A study of the applications made for ad- 
mission to college by those who had taken 
the academic or general course in high 
school was made in Connecticut to ascer- 
tain whether or not there was any signifi- 
cant numerical difference between racial 
groups. According to this study, 87 per 
cent of the Jewish, 63 per cent of the 
Protestant, 57 per cent of the Catholic, 
and 38 per cent of the Negro graduates 
applied for college. To refine the figures 
further, an analysis of those graduating 
in the upper 30 per cent of their class 
was made. Ninety-four per cent of the 
Jewish, 76 per cent of the Protestant, 75 
per cent of the Catholic, and 71 per cent 
of the Negro graduates were found to 
have made application for admission. 


These studies indicate that there is 
much more interest in admission to col- 
lege among Jewish youth than among 
other groups. It should be observed, 
however, that because of discriminatory 
practices, a great many candidates apply 
for admission to several institutions. It 
is difficult to rule out duplicates and se- 
cure data on single applications. Another 
study by the American Council, however, 
indicates that Jewish candidates on the 
average made 2.2 applications while all 
applicants made only 1.4. 


In approaching the problem of our na- 
tional responsibility for the equalization 
of educational opportunity on the higher 
level, one must reckon with present dis- 
criminatory practices. Consideration 
should be given to the extent to which 
this discrimination is local and regional 
since there are geographic concentrations 
in the groups against which such dis- 


crimination is practiced. Professor Reeves 
concludes rightly when he says that race, 
religion, and national origin all constitute 
serious barriers for thousands of quali- 
fied youth seeking higher education.8 
Effects of Cost, Income, and Discrimina- 
tion on Total Enrollment 

With increasing tuitions and the in- 
creased living costs on the college cam- 
pus, the economic barrier is becoming a 
serious one for many of our able youth. 
Economically speaking, many youth in 
our society are in a favored position in- 
sofar as the possibility for a college edu- 
cation is concerned. The Minnesota study 
shows that the probability for college 
attendance is two and three times greater 
for the son of a professional or mana- 
gerial worker than it is for the son of 
a farmer or an unskilled worker. In a 
Maryland study, twelve out of thirteen 
children from homes in which the father’s 
occupation was professional-technical ad- 
vanced beyond the eighth grade while 
only one out of three who came from 
the unskilled-labor classification went be- 
yond this grade. 

National income, cost of living, and 
conditions of employment all have a bear- 
ing upon the extent to which able youth 
can attend college. Our enrollments in 
secondary schools and colleges have been 
rising during the past decade. As Harris 
points out, substantial progress has been 
made since 1940 toward raising incomes 
to the $5,000 level. In 1935-36, 42 per 
cent of the families had incomes of less 
than $1,000 and 79 per cent had less than 
$2,000. In 1947 the corresponding figure 
for less than $2,000 was 29 per cent. In 
earlier years 18 per cent had incomes of 
$2,000 to $5,000 while in 1947 the per- 
centage was 51. One must also note that 
the cost of living was 60 per cent higher 
in 1947 than in 1935-36. He states fur- 
ther, however, that children of parents 
with incomes of from $9,000 to $10,000 
per year go to college in numbers at a 
rate only three times as great as those 

8 Floyd W. Reeves, Professor of Admini- 
stration, Department of Education, Univer- 
sity of Chicago. “Barriers to Higher Edu- 


cation,” Phi Delta Kappa, Volume XXXI, 
No. 5, January 1950, p. 224. 
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from families with average incomes of 
about $2,500 per year.® Significantly, 
however, the net income after taxes for 
one earning $10,000 is less than three 
times that for one in the $2,500 bracket. 


Turning these figures another way, the 
President’s Commission reported in 1945 
that one-third of the American children 
are in families whose income is less than 
$2,000 a year, one-half in families with 
income below $2,500 a year, and three- 
fourths in families with an income below 
$3,500 per year. 

It is difficult to challenge the validity 
of the assumptions that arise from the 
above figures. It should be observed, how- 
ever, that one cannot determine easily 
the relationship between potential college 
success, family income, and the desire of 
all students who rank in the upper half 
of a high school graduating class to go 
to college even though such attendance 
were made financially possible. 


Another fact which contributes to this 
problem is that of veteran enrollment. 
Civilization has had no previous experi- 
ence with as many youth in college as we 
now have in America. The tremendous 
subsidy which society is giving veterans 
for a college education has sharpened the 
desire of parents, youth, and probably 
our whole citizenry for the extension of 
this opportunity to the qualified among 
those who follow. President Truman’s 
budget for 1951 calls for nearly $6 bil- 
lion for the Veterans Administration. A 
great portion of this will go for the sub- 
sidy to veterans education. Our colleges 
and universities have accepted excessive 
enrollments and with limited facilities 
have provided an educational program 
which has received the plaudits of the 
public. The flexibility of the colleges, 
satisfactions of the veterans and their 
families, are immediate facts which en- 
courage many to advance a long-term 
plan. 

PROPOSALS FOR SOLVING 
THE PROBLEM 
Heretofore, the needs of the youth in 


Harris. The Market for 
Harvard University 


®Seymour E. 
College Graduates. 
Press, 1949, p. 169. 


higher education have been met in three 
ways. Many of the institutions of this 
country have made provisions for those 
of low economic income through scholar- 
ships, fellowships and loans. The funds 
for these purposes have come from pri- 
vate philanthropy. It is becoming increas- 
ingly obvious, however, that it is difficult 
for the private institution to maintain its 
program and plant from endowment 
funds and private gifts; and as this prob- 
lem increases, it will be even more diffi- 
cult to secure funds that can be set aside 
for scholarship and loan purposes. 


Commissioner McGrath summarizes 
this problem as follows: 


While two or three million men and 
women of ‘college abilities now are 
prevented from going to college, at 
the same time less than 120,000 stu- 
dents are now receiving scholarships 
and fellowships; and the average 
amount of such aid received by stu- 
dents in 1947 was $187.16. These fig- 
ures make it clear that though philan- 
thropy has a notable record in aiding 
higher education, compared to what re- 
mains to be done in removing the finan- 
cial handicap for potential college stu- 
dents, it is not the answer. Let it be 
supposed that some generous person 
or foundation were tomorrow to an- 
nounce a scholarship fund of $100 mil- 
lion, the income of which was to be 
used for student scholarships. That in- 
come, at three per cent, would provide 
scholarships of $500 each for only 
6,000 students. What about the rest 
of our two million? 1° 


State Aid to Education 

The future of the private institution will 
depend entirely upon its ability to receive 
gifts from that segment of society which 
is able te give and has faith in its claims 
and purposes. It is clear, however, that 
they cannot accommodate increasing 
numbers of students with present facili- 
ties. Recently the states have been as- 
suming a larger role in higher education. 
For example, the State systems set up by 
Ohio, Oregon, and North Carolina sug- 
gest one plan for reaching more college 


10 Address by Earl James McGrath, loc. 
cit. 
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youth on a regional basis.11 These plans 
all provide for state support for qualified 
colleges on a geographic area basis in- 
stead of limiting it to one or two insti- 
tutions, thus permitting a greater spread 
as well as greater student enrollment. 


The extension of educational oppor- 
tunity on a state level is also confronted 
with problems. Expenditures for high- 
ways, health institutions, housing au- 
thorities, and the relocation of population 
are taking more of the tax dollar. It 
becomes increasingly difficult, therefore, 
to find a measure of a state’s financial 
ability to meet the increased costs of edu- 
cation. By comparing the total income 
of each state with the total number of 
persons of college age in that state, one 
ratio of financial ability can be derived. 
The total expenditure for higher educa- 
tion compared with the numbers of col- 
lege-age youth provides an index of 
performance. By relating these two in- 
dices an index of state effort can be es- 
tablished for comparison with the na- 
tional average. The results of such a 
study indicate that Utah is exerting an 
effort equal to 219 per cent of the na- 
tional average, while states like Delaware 
and New Jersey are making an effort 
equal to only 56 per cent. 


It is likely also that some states which 
have resources which place them above 
the national average are not contributing 
in accordance with their ability as much 
per youth as are other states below the 
national average. This, then, suggests 
the difficulty in anticipating an equaliza- 
tion program on the state level. Federal 
support is one of the proposed answers. 


11 For a discussion of the plans see Study 
of Local School Units in North Carolina 
by the State Department of Public Instruc- 
tion in cooperation with the United States 
Office of Education, Washington, D. C., 
Raleigh, Edwards, and Broughton Co., 
1937; Study of Local School Units in Ohio, 
prepared by T. C. Holy, and John A. 
McKnight, Associate Directors, and Ohio 
Study of Local School Units Staff, under 
the direction of D. H. Sutton, Ohio State 
Department of Education and the project 
staff of the United States Office .f Educa- 
tion, Columbus, 1937; and Survey of Public 
Higher Education in Oregon, Survey Com- 
mission, Arthur J. Klein, F. J. Kelly, and 
George A. Works, United States Govern- 
ment Printing Office, Washington, 1931. 


Federal Aid Plans 

Many surveys have been made to ob- 
tain the reaction of the general public 
to Federal support for higher education. 
The one conducted by Fortune Magazine, 
frequently quoted, points out that 44 per 
cent of those questioned answered “Yes” 
to the statement that “There are lots of 
qualified high school graduates who can’t 
afford to go to college but who should 
have the chance.” It is notable that, of 
those who favored a plan for Federal 
support, 56 per cent were in the lower 
middle income group.!2 

The plan which has been proposed, with 
some minor differences in two separate 
bills introduced during the first session 
of the Eighty-first Congress, would pro- 
vide aid in three ways. It is best outlined 
by the American Council’s recent Confer- 
ence on The Proposed Federal Scholar- 
ship Program. The significant conclu- 
sions of this Conference are as follows: 


That the phraseology in the proposed 
bill is satisfactory; i.e., providing for 
a national examination to measure gen- 
eral ability to do work on the higher 
education level but with discretion left 
to the State Scholarship Board subject 
to the approval of the State Plan by 
the Commissioner of Education. Per- 
sons qualifying on the basis of ability 
shall receive an honorary designation 
as the recipient of a Meritorious Award. 

That recipients of such honorary 
designation may, at their own discre- 
tion and on their own initiative, apply 
to a State Scholarship Commission for 
a grant-in-aid, such assistance to be 
awarded on the basis of the financial 
need of the student. Federal funds for 
the scholarship program will thus be 
used only to make it possible for young 
persons to continue their education who 
would not otherwise be able to do so. 

That each recipient of a grant-in- 
aid receive $750 per academic year 
while enrolled in and making satisfac- 
tory progress toward his first or bac- 
calaureate degree. (There was not 
complete unanimity on this action. 
Three divergent points of view were 
expressed: That the amount be $600; 
that instead of a fixed amount, the 
grant-in-aid vary on the basis of tui- 
tion; and that the grant-in-aid be avail- 


12 Fortune Magazine Supplement, Septem- 
ber 1949. 
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able for four years but the student 
given the right to choose at what year 
in his educational program beyond high 
school he will begin to receive it.)1% 


The total sum of money recommended 
for the implementation of the above pro- 
gram is set at $300 million annually. 
This appropriation would be made by 
Congress to the states on the basis of a 
formula combining the number of persons 
of college age and the number of high 
school graduates within each state. Se- 
lections would be made on the basis of 
objective measures of academic promise 
and ability. There are some who recom- 
mend that financial need should be an 
additional basis for the award. It is sug- 
gested further that a bill be introduced 
to provide funds for Federal guaranty 
loans to college and university students. 
The cost of administering the loan pro- 
gram would be borne by the Federal 
Government but the loans would be made 
by any local lending institution with Gov- 
ernment guaranty. No student would be 
permitted to borrow more than the actual 
cost of his education in any year and he 
would be required to begin payment one 
year after completing his course of study, 
repayment to be completed within ten 
years. 

Many associations and commissions 
have overlooked the financial needs of the 
colleges and universities for plant pur- 
poses. The President’s Commission, how- 
ever, suggests Government subsidy for 
the development of the physical facilities 
of the colleges and universities amount- 
ing to $8 billion over a 12 year period. 
This would be a graduated program ex- 
tending to 1960. Under the Commission’s 
plan the total Federal outlays for scholar- 
ships, fellowships, and capital purposes 
would amount to about $3.5 billion an- 
nually. 

In planning any long term program 
which requires the expenditure of monies, 
one should be concerned about the na- 
tion’s total income in 1960. It has been 
held that, if a $40 billion net income in 
1935 supported approximately 20 per cent 

%“Higher Education and National 


Affairs.” American Council on Education, 
Bulletin No. 148, December 20, 1949, pp. 1-2. 


of the youth of college age in college, 
a $250 billion net income can support 
from 40 to 60 per cent in college in 
1965-70. 


ACCOMPANYING CONSIDERATIONS 
There are five aspects of this proposal 
that should be considered. They are: (1) 
the possibility of diminishing rewards 
from a college education; (2) possible 
oversupply in professionai and semi-pro- 
fessional fields; (3) the probable deterio- 
ration of academic standards; (4) the 
effect of increased college enrollments 
on the labor market; and (5) the prob- 
lem of financing the colleges. 
Diminishing Rewards, A Possibility 

The number of college graduates in our 
total population has been inreasing. If 
40 or more per cent of our youth are en- 
rolled in college we may, over a 20 year 
period, double or triple the number of 
post high school trainees and graduates 
in our society. It is this possibility that 
has led Seymour Harris to suggest that 
whatever the prospects, in the past it has 
paid to be educated. 

Already there is evidence in many 
areas that skilled and semi-skilled work- 
ers are guaranteed weekly and annual 
wages which are in excess of the salaries 
of school teachers. Minimum salaries for 
teachers in Pennsylvania, for example, 
are fixed by the legislature at $2,200. 
The average salary for Pennsylvania 
teachers in 1948 was $2,770 and in 1949, 
$2,896. Union rates for carpenters, brick- 
layers, and plumbers are considered to 
be $2.40, $3.00, and $2.75 per hour re- 
spectively, according to Professor Harris, 
and railroad engineers and firemen are 
reported to earn from $5,000 to $7,000 
annually. In other words, while one who 
has spent from four to five years in col- 
leze with the prospect for further pro- 
fessional work on the graduate level at 
a total cost of approximately $5,000, is 
earning an average of $2,896 annually, 
others, who earned while serving ap- 
prenticeships, earn approximately twice 
as much even after allowing for seasonal 
layoffs. 


Heretofore we have associated the col- 
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lege graduate with the white collar field. 
As we increase the number of college 
graduates it will be necessary for our 
society and graduates to erase this asso- 
ciation and to consider a collegiate ex- 
perience in 1960 as essential for effective 
democratic living as a secondary school 
experience was believed to be in 1940. It 
will also be necessary for educators and 
parents to de-emphasize the material 
value which heretofore has been over- 
stressed. In so doing we will encourage 
those who have gone to educational in- 
stitutions beyond high school but who 
may not survive the competitive process 
for managerial and directive responsibili- 
ties to accept gracefully employment in 
secondary and tertiary industries and oc- 
cupations. 

Most of the early studies of income by 
occupational grounv indicate that there is 
a relationship between the amount of 
education one has and his annual earn- 
ings. For example, the U. S. Census 
Bureau reports that in 1939 the average 
income for those who had eight years of 
schooling was $1,014, for those with 12 
years of schooling, $1,455, and with 16 
years of schooling or more, $2,046. The 
over-all average was $1,217. On the other 
hand, recent studies indicate that the 
average annual earnings for skilled work- 
ers, salesmen, and proprietors exceed 
those for such professional groups as 
public school teachers, nurses, library 
workers, and journalists. It is difficult 
to see how young people can be encour- 
aged to enter any except a few profes- 
sional and semi-professional groups with 
the hope that these occupations will offer 
advantages salary wise. 


Oversupply in Professional Fields 

Associated with the possibility for 
diminishing rewards is oversupply in pro- 
fessional and semi-professional fields. It 
is impossible to predict accurately what 
our society’s needs in many professional 
service fields will be in 1960. According 
to present figures and trends it is likely 
that shortages in the field of medicine 
and nursing will continue unless there is 
an effort on the part of Federal or local 
governments to support increased enroll- 
ments. In other professional groups, en- 
rollments and accordingly practitioners 
have expanded more rapidly. For ex- 
ample, our population has increased 43 
per cent from 1910 to 1940. With this in- 
crease in total population there has been 
an increase of 30 per cent in the number 
of physicians, 58 per cent in the number 
of lawyers, 76 per cent in the number of 
dentists, 80 per cent in the number of 
teachers, and 343 per cent in the number 
of engineers.14 


If our college enrollment is increased 
to four million by 1970, we will need, in- 
stead of three million possibilities for 
employment in the professions, approxi- 
mately eight million opportunities or 
three to four times the number in 1940. 
Our Census reports indicate that in 1940 
about two-thirds of the graduates sought 
professional outlets. By 1960-70 the en- 
rollments would be almost doubled. A 
large number of non-graduates (approxi- 
mately 1.5 million) will be absorbed in 
some of these positions. These, plus the 
increased number of graduates, by 1970 
would then call for approximately eight 
million openings. Statistics released re- 
cently by the U. S. Government indicate 
that in April 1948, 7 per cent of our 











“4 Total Population and Total Numbers in Selected Occupations 
for the United States in 1910 and 1940 





Number of Numberof Numberof Numberof Number of 
Lawyers! Dentists 


Teachers Engineers? 





Population Doctors 
1910 91,972,266 135,000 
1940 131,669,275 175,382 


114,704 39,997 595,285 58,963 
180/483 70,601 1,065,280 261,428 


Source: Bureau of the Census, Population Division. 





1 Includes lawyers and judges. 


2Includes Civil, Electrical, Mechanical, Metallurgical and all other types of tech- 


nical engineers. 
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labor force was made up of professional 
and semi-professional workers. In 1940 
this figure was 6.8 per cent. During these 
eight years, while the national income al- 
most tripled and the total labor force 
increased by seven million, the number 
of professional and _ semi-professional 
workers increased by only 600,000.15 Can 
one assume that the population will in- 
crease rapidly enough or that social 
progress will be sufficiently advanced to 
absorb the additional numbers advocated 
for the next 20 years? 


Increased enrollments in the colleges 
will also affect employment in the non- 
professional groups. The _ proprietor- 
executive-managerial class will probably 
attract the largest number of graduates. 
This class is staffed now by more non- 
graduates than graduates, according to 
Harris. He says that only 12 per cent 
(483,000) of the four million employees 
in this class in 1940 were college grad- 
uates.16 One can presume that the num- 
ber of openings which individuals with 
advanced training will accept in this class 
will not expand as rapidly as in profes- 
sional and semi-professional fields, since 
historically the number of vacancies has 
increased about proportionately with the 
population rise. It is likely then that 
the college graduate will replace many 
of the non-graduates. This will bring em- 
ployment dislocations and can contribute 
to frustration on the part of the college 
graduates who do not get the rewards 
they expected, and on the part of the 
non-graduates who are also denied the 
employment opportunities they deserve. 


One cannot generalize on the disloca- 
tions and employment problems to be ex- 
pected in 1965 and 1970. It is certain, 
however, that if we double or triple the 
number of students in colleges and uni- 
versities, we will have increased enroll- 
ments in the professions and many of 
the positions now held by non-college 
graduates will be staffed by graduates. 
Before the war, England, Germany, and 
France had 3.6, 3.0, and 2.6 per cent re- 

6U. S. Department 3 Labor, “The Gift 


of Freedom,” 1949, p. 7. 
16 Harris, op. cit., p. 27. 


spectively of their 18 to 21 year group 
enrolled in colleges. The United States 
had 14.6 enrolied. Many report that 
European countries suffered from an 
oversupply in the professions. It is true 
that our social needs and sensitivities 
cannot be compared to those of pre-war 
Europe. Nevertheless, if we enroll 40 
per cent of our 18 to 21 year old group 
in college there is a possibility of an 
oversupply not only of professional work- 
ers but also of college graduates whose 
vocational interests and desires have been 
sharpened by an emphasis on material 
values. 


Possible Deterioration of Standards 

A rapid and large expansion of our 
college enrollment also presents the col- 
ieges and universities with problems on 
che curricular and performance level. 
Even though it may be possible now for 
one who has low scholastic ability and 
high ability to pay to be admitted to 
college, it is sure that most students who 
are now enrolled desire to attend college. 
When college enrollments are doubled the 
same problems that were discovered by 
the secondary schools during the last 
decade will appear on the higher leve?. 
Now many of our large institutions ex- 
pect a 50 per cent mortality in each gen- 
eration of students. This mortality is not 
only because of scholastic difficulty but 
also because the students do not find in 
the colleges that which they had antici- 
pated. If, therefore, our programs as 
currently constituted are continued, we 
will find either an increased mortality or 
a lowering of standards. The possibilities 
for these conditions are giving rise to 
new kinds of institutions. 

Our liberal arts colleges and the estab- 
lished four-year programs in colleges and 
universities will not serve to the mutual 
satisfaction of many of these new en- 
rollees. From the increased number of 
applicants will come many who wish 
programs of a terminal and semi-voca- 
tional nature. These programs will be 
offered by the community colleges and 
technical institutes. Here in publicly 
and privately supported institutions many 








12 EDUCATION—AN ECONOMIC FRONTIER 





youth who do not wish to seek employ- 
ment at 17 years of age will secure ad- 
ditional general education supported by 
vocational study in selected fields. Such 
schools and programs must come if youth 
is to be served best and the nature and 
quality of the baccalaureate programs 
insured. 


It also follows that enrollments on the 
graduate levels will rise. It is possible 
that many positions which formerly de- 
manded a bachelor’s degree will soon re- 
quire a master’s degree. Approximately 
70,000 students were enrolled in graduate 
schools in 1940. As the total collegiate 
enrollment increases, more graduates 
will enroll for graduate study. It is pre- 
dicted that enrollments on the graduate 
level will increase percentage-wise more 
rapidly than on the undergraduate level. 
It is not fantastic, then, to assume that 
in the next 20 years our graduate enroll- 
ments could rise to 400,000 students. 
Aside from the financial problems in- 
volved in accommodating such a gigantic 
number we must reckon with the possi- 
bility of the deterioration of standards. 


Effects on the Labor Market 

Increasing educational opportunities 
for our youth have had and will continue 
to have a decided effect on the number 
of employables in the country. As we ex- 
tend our ladder of education upward we 
keep more youth in school and from the 
labor market. In 1940, 29,500,000 were 
enrolled in schools as compared with 
7,700,000 in 1870. If our college enroll- 
ments are doubled we will probably at- 
tract 2,500,000 more from the labor mar- 
ket. This would clearly reduce the num- 
ber of unemployeds should the ratio be- 
tween population and employables remain 
as it now is. It should be observed fur- 
ther that the age span is increasing and 
that more people live longer. We are, 
therefore, introducing pensions and re- 
tirement programs on a wider scale and 
reducing the age range for employments. 
This, of course, means that as time goes 
on the production of fewer people may 
need to support an increased number of 
the population. Of course, social change 


will accompany any increase in the edu- 
cational requirements. It should be hoped, 
therefore, that living standards of all 
communities would rise to such a level 
that education would become an economic 
frontier. The economists point out that 
the income per capital in Tennessee in 
1934 was $241. T.V.A. and its policies of 
reform helped to increase that per capital 
income to $995 in 1948, an increase of 
296 per cent, while the increased per 
capita income in the United States for a 
similar period amounted to only 235 per 
cent.17 


Harris summarizes it as follows: 


The spread of education has con- 
tributed greatly to a rise of income. 
Surely it has made an important con- 
tribution to the doubling of our income 
every 15 to 20 years, to the expansion 
of our country from one with a popu- 
lation of 3 million and a national in- 
come of less than $1 billion to one sup- 
porting a population of 140 million 
with a national income (in stable dol- 
lars) of about $200 billion. This growth 
of real national income stems mainly 
from the exploitation of our rich re- 
sources, from favorable institutional 
factors, and from the intelligence of 
our industries’ workers and mana- 
gers,.18 


Problem of Financing 

We have still another consideration. 
The colleges and universities today are 
accommodating several hundred thousand 
students in temporary quarters. The 
private institutions will probably reduce 
their numbers to a figure slightly above 
pre-war levels while public institutions 
will continue to seek public funds for en- 
larged facilities. In order to adjust them- 
selves to these new needs, all institutions 
will need additional funds from public or 
private sources. Possibilities for support 
from private sources are slight. It seems 
apparent, therefore, that if we move our 
enrollment levels upward, with or without 
Federal scholarships, the institutions now 
established must seek aid from State or 
Federal Governments in order to meet 
their responsibility for the development 
of this new frontier. 


7 United States Department of Com- 
merce, Survey of Current Business, August, 
1949, p. 15. 

18 Harris, op, cit., p. 48. 


a th me #“h 2 @-a kh ok oe. OO 


EDUCATION—AN ECONOMIC FRONTIER 13 





CONCLUDING OBSERVATIONS 

The above data are presented to indi- 
cate the extent to which we are living in 
a period of great change in higher educa- 
tion. This change is philosophical and 
factual, As these pages are being read, 
representative groups from private col- 
leges and universities are meeting to 
evaluate the serious inroads that will be 
made upon their programs and enroll- 
ments by the extension of free higher 
education. Private colleges and univer- 
sities view with great concern proposals 
which would establish tax supported in- 
stitutions with free tuition in many of 
our population centers. They know that 
the provision of educational opportunity 


on this level is imminent and are con- 
cerned about the methods which will be 
used for its enlargement. 

Tax groups are also concerned about 
the increasing burdens that the already 
existing programs in public education are 
placing upon property owners. They have 
met to discuss possibilities for changing 
the base and curbing expenditures. It 
is the purpose of this paper, therefore, 
to point out some of the conditions and 
facts which have contributed to changes 
in higher education and further, to in- 
dicate the extent to which they will in- 
fluence the presently established economic 
and social institutions. 











A Scientific Approach to Marketing 


by A. B. BLANKENSHIP* 


Marxetinc may be defined as the 
sum total of all activities involved in 
the movement of goods from the hands 
of the nroducer into the hands of the 
consumer.! The American Marketing As- 
sociation defines marketing as the 
“ |. . performance of business activities 
that direct the flow of goods and services 
from producer to consumer or user.”? 
THE MARKETING STRUCTURE 

Since the time of the Industrial Revo- 
lution marketing has grown to be the 
counterpart of production both in terms 
of volume and cost. With some two 
million business institutions specializing 
in the two major roles of marketing— 
wholesaling and retailing—it is indeed a 
big business. 

Not only is it large, but it is important. 
It would be impossible for our economy 
to continue without marketing to distrib- 
ute the commodities of mass production. 
Our economy would quickly grind to a 
standstill if marketing were suddenly 
eliminated overnight. Consumers could 
no longer purchase anything from retail 
stores, they would all be closed. Cancella- 
tions of factory orders would be immedi- 
ate and impressive. Consumers would 
have to return to an agricultural econ- 
omy, with each one becoming self sufti- 
cient in terms of taking care of his im- 
mediate food and clothing requirements. 
= Any elementary book on marketing may 


be consulted for further definition. Cf. C. F. 
Phillips and D. J. Duncan. Principles of 


Marketing. Irwin, 1949. 

?“Report of the Definitions Committee,” 
Journal of Marketing, Vol. 13, 1948. pp. 
202-217. 


3As a matter of fact, the cost of market- 
ing is now generally believed to exceed 
that of manufacturing and other produc- 
tion. The most authoritative study con- 
cludes that 59 per cent of the consumer's 
dollar goes to pay for the cost of market- 
ing. See P. W. Stewart and J. F. Dewhurst, 
“Does Distribution Cost Too Much?” Twen- 
tieth Century Fund, 1939. 


*A. B. Blankenship is President of the 
marketing research firm of A. B. Blank- 
enship & Associates, Inc., and is a member 
of the Marketing Faculty of the Temple 
University School of Business and Public 
Administration. He is author, co-author, 
or editor of three volumes on marketing 
research, and has published numerous 
articles in the field. 


The two million enterprises concerned 
with the primary responsibilities of mar- 
keting in our economy face distinct prob- 
lems. One is the problem of organization 
—the basic structure of the business. 
Another is the problem of policies—de- 
termining the ways in which the organ- 
ization should function. 

Marketing institutions are slowly show- 
ing one major sign of increasing effi- 
ciency. They are becoming more and more 
specialized, a sure sign of increase in ef- 
ficiency.4 Despite this sign there are 
many weaknesses and inefficiencies still 
present in the whole system of distribu- 
tion, and in specific marketing institu- 
tions. 

The chief wastes in the marketing sys- 
tem seem to be these:5 (1) there is 
much wasteful selling and advertising; 
(2) much marketing competition is waste- 
ful; (3) there is much product deteriora- 
tion and spoilage; (4) too many products 
are produced which cannot be sold profit- 
ably; and (5) there are too many brands. 

The author believes that many of these 
wastes can be minimized if the specific 
marketing establishment makes proper 
policy decisions. As will be shown, the 
very basis for sound decisions is facts. 
This will help to make the decisions more 
scientific in nature. In order to examine 
this assumption, it is first necessary to 
discuss the meaning of some terms. 
Marketing As A Science 

Can marketing be considered a science? 

To examine this question it is first 
necessary to define the term “science.” 
Webster defines it as “ .. . acknowledged 
truths and laws.” Science implies the 
collection and analysis of facts which 
make possible the statement of general 
principles of knowledge. These can then 
be used for predictive purposes; under 


4T. N. Beckman. “Criteria of Marketing 
Efficiency.” Annals of American Academy 
of Political and Social Science, 1940. pp. 
133-140. See especially pp. 135-136 for the 
discussion of specialization as an indica- 
tion of efficiency. 

5 The list, not intended to be complete, 
has been culled from articles and books 
about marketing. 
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given circumstances or conditions, the 
particular principle will always operate. 


Chemistry, for instance, certainly meets 
the criteria of a science. Given the proper 
elements, mixed in the proper way, a pre- 
dictable end product or reaction will al- 
ways occur. Marketing is a study which 
attempts to draft general principles that 
can act as guideposts to the decisions 
that a particular enterprise may make. 
The few which are known to the field 
are merely generalizations that appear 
to work more often than they fail. Ac- 
tually, marketing is scarcely out of the 
descriptive phase; those in the field can- 
not even yet agree on terminology.® Mar- 
keting is therefore not a science at its 
present stage of development. It is only 
within the past half-century that it has 
been separated from the broad field, 
economics. 


The Scientific Approach in Marketing 

Actually, it appears unlikely that mar- 
keting can ever become a science. The 
nature of the materials with which it 
deals do not lend themselves to such pre- 
cise treatment as this method implies. 
Marketing—dealing principally with peo- 
ple and economic functions— will never 
arrive at the point where complete pre- 
diction will be possible. The nature of 
people and the nature of the economy are 
dynamic. They change from day to day. 
The particular conditions surrounding an 
individual or governing the function of 
the economy are never quite the same 
et any two instants of time. This, how- 
ever, does not preclude the use of the 
scientific method in marketing. To de- 
termine ‘he feasibility of its use in this 
field, it is first essential to examine its 
content and meaning. 


While it is possible to extend or limit 
the list of steps in the scientific method, 
the major sequence can be said to consist 
of: (1) statement of the problem; (2) 
collection of facts; and (3) analysis of 
results. Since these will all be discussed 

®Merely as a single example, the terms 
“wholesaler,” “jobber,” and “distributor” 
may be used synonymously, 


tially, depending on 
utilized. 


or differen- 
whose definition is 


later in specific reference to marketing 
all that need be emphasized here is the 
role of facts in the scientific approach. 

It is this emphasis upon the role of 
facts in policy decisions within the field 
of marketing that will be examined in 
the present paper. This is the approach 
to marketing that the author terms “the 
scientific approach.” It is the only 
method through which marketing, as a 
field, can hope to attain the level of a 
profession.7 


Marketing Organization 

The individual marketing enterprise 
faces many areas of policy decision. 
These areas are relatively different from 
one another, and hence require, particu- 
larly in large business establishments, 
specialized departments for their hand- 
ling. Marketing management must be 
concerned with the functions of exchange 
(buying and selling), certain financial 
functions (financing, accounting, risking, 
and pricing), the functions of physical 
supply (transportation and storage), 
functions related to people (employee 
and public relations), and the product 
function (standardization, or insuring 
that the product meets market require- 
ments).8 


Only if the business firm is properly 
organized can it carry out the marketing 
functions for which it is designed. The 
manufacturer must perform certain func- 
tions. The wholesaling middleman (who 
sells to industrial consumers and to re- 
tailers) must perform certain functions. 
Retailing middlemen (who sell to the 
general public) also have specific market- 
ing functions to perform. 


7See Lyndon O. Brown, “Toward a Pro- 
fession of Marketing,” Journal of Market- 
ing, Vol. 13, 1948, pp. 27-31. 

’ This classification and listing is largely 
original with the author. The more com- 
mon classification includes functions of 
exchange (buying and selling), functions 
of physical supply (transportation and 
storage), and facilitating functions (stand- 
ardization, market research, financing, and 
risking). The author’s list, in contrast, 
emphasizes the problems faced by an indi- 
vidual business rather than the broad prob- 
lems faced by marketing generally. In 
addition, the author, of course, has removed 
“market research” from the list, making 
market research the basis for formulating 
marketing policy rather than merely an- 
other function. 
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ORGANIZATION FOR POLICY 
FORMATION 

Organization may be defined as “... 
relations between . .. peuple and the 
work they are assigned.’9 Organization 
is the basic structure of a business enter- 
prise. It is the anatomy of a business, 
built, as is the human body, to perform 
its vital functions as effectively as pos- 
sible. 


The organization must effectively and 
definitely locate the responsibility for 
policy decisions. Only when sound policy! 
decisions have been made is there any 
possibility of their effective performance. 


Large Firms 

In large establishments, the responsi- 
bility for policy decisions, while ulti- 
mately resting with the general manager, 
will be delegated to some degree. Major 
policies may be delegated to the Board 
of Directors, to a management committee 
(representing the major departments 
within the organization), or two or three 
key executives (on an informal basis). 


Minor policies in the large establish- 
ment will be relegated to department 
heads or division managers. In the large 
business establishment the policies (ma- 
jor or minor) tend to be written. This 
occurs because of the impersonality so 
typical of the large firm and the wide- 
spread distribution of authority. 


Small Firms 

In the small firm, the proprietor or 
manager is typically responsible for all 
policy decisions. He operates on an in- 
formal kind of basis, deciding, in specific 
situations, what the policy shall be. It 
is still a policy despite the informality. 
In this case the policies do not tend to 
be written; they exist in the mind of 
the proprietor or general manager. It 
must again be emphasized that they are 
still real policies, so long as the manager 
or proprietor is at all consistent in ap- 
plying his decisions to different situa- 
tions 


®Cc. C. Balderston, V. S. Karabasz, and 
R. P. Brecht. Management of an Enter- 
prise. Prentice-Hall, 1935, p. 393. 

2 For a definition and discussion of poli- 
cies, see p. 17 ff. 


ORGANIZATION FOR 
PERFORMANCE OF MARKETING 
FUNCTIONS 

The nature of the individual organiza- 
tion for performance of marketing func- 
tions tends to vary with the position the 
establishment holds in the distribution of 
merchandise. The producer!! tends to 
have one form of departmentized or- 
ganization, the wholesaling middleman 
another and the retailing middleman a 
third. 


Manufacturer Organization 

The sales department is the unit of 
the manufacturing organization most di- 
rectly concerned with marketing func- 
tions. The sales manager is typically re- 
sponsible for all personal selling work, 
and, may have responsibility for adver- 
tising, credit, transportation, storage, and 
possibly, pricing.12 

Ordinarily the function of buying is 
performed by a separate purchasing de- 
partment. Accounting is a responsibility 
of the control division. Transportation 
and storage tend to be the responsibility 
of the traffic department. The employee 
relationships may either be centralized 
in a personnel or industrial relations de- 
partment, or may be decentralized, with 
each department having complete control 
over its own personnel. Standardization 
is usually a liaison activity of the sales 
and production departments. 


Wholesaling Organization 

The usual wholesaling establishment 
is divided into four major departments— 
merchandise, sales, operating, and con- 
trol. Buying is the responsibility of the 
merchandise division. The sales group is 
responsible for personal selling, advertis- 
ing,13 and relations with the public. The 
two functions of physical supply (trans- 


11The manufacturer is the only producer 
considered here. Although the farmer is 
the other major type of producer, he has 
traditionally paid little or no attention to 
the performance of marketing functions 
and has not organized for that purpose. 
Hence he is ignored in this paper. 

122See H. C. Nolen and H. H. Maynard. 
Sales Management. Ronald, 1940. Credit 
sometimes is a function of the control di- 
vision. Pricing may be a responsibility 
split among sales, production, and control. 

18 Occasionally advertising is made a re- 
sponsibility of the merchandise division. 
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portation and storage) are usually found 
in the operating division which handles 
both the warehousing and traffic opera- 
tions.14 Personnel activities are normally 
decentralized, each department being re- 
sponsible for its own. Accounting and 
financing, including credit, are usually a 
function of the control division.15 


Retailer Organization 

Two of the major types of retail organ- 
ization will be examined here—-the chain 
store and the department store.16 


It is simplest to begin with the control 
group, since both have such a division, 
each having similar functions. In both 
types of organizations, it is responsible 
for accounting, risking (in the form 
of insurance), and financing (including 
credit policies). 

From this point on the two organiza- 
tions differ. The chain store has four 
other divisions — merchandising, sales, 
personnel, and real estate. Merchandising 
is responsible for purchasing, transpor- 
tation, and storage. The sales division 
of the chain store is responsible for all 
selling activities, including advertising 
and sales promotion, and public relations. 
The personnel group handles all employee 
problems, such as selection, training, 
compensation, and the like, while the real 
estate division is responsible for reducing 
risks due to location, through its efforts 
to locate new outlets in promising loca- 
tions. 


The department store, in addition to the 
control group, has a merchandise, sales 
promotion, and an operations division. 
The merchandise department is respon- 
sible for buying and for personal selling. 
The sales promotion group is responsible 
for advertising and other non-personal 
selling activities. The operations division 


14 Traffic, in this sense, means movement. 
The term is commonly used in this way in 
marketing. 

15 Occasionally credit is the responsibility 
of the sales division. See T. N. Beckman 
and N. H. Engle. Wholesaling: Principles 
and Practice. Ronald, 1949, for a thorough 
discussion of the nature of wholesale or- 
ganization. 

16For a more complete discussion of re- 
tailer organization. see D. J. Duncan and 
Cc. F. Phillips, Retailing: Principles and 
Methods. Irwin, 1947. 


includes the personnel and sometimes the 
credit function, the offering of services 
to the public (a part of the public func- 
tion), and traffic and warehousing. 


MARKETING POLICIES 

A policy is a course of action under 
which the marketing institution operates. 
Properly designed, it is predetermined 
before the situation arises where it is 
needed. 

The role of policies, in relation to or- 
ganization, is rather obvious. The latter 
is the structure of the marketing institu- 
tion. It is true that it must be soundly 
constructed if there is to be any hope 
for efficient operation. Even so, the or- 
ganization is only the framework within 
which and through which the basic work 
of the business firm can be performed. 


Policies on the other hand, are the op- 
erating rules of the organization. They 
are the decisions of management which 
provide the flow of nervous energy which 
determines the direction in which the 
firm will move in the performance of its 
various functions. The mechanism—the 
organization — must be properly struc- 
tured, but the policies must also be sound. 
The Need for Policies 

Sound policies are important in the 
marketing institution for several reasons: 
(1) they insure adjustment of the enter- 
prise to changing conditions; (2) they 
save executive time; (3) they insure uni- 
form action under similar conditions; and 
(4) they insure care in making decisions. 
While each of these justifies discussion, 
space will not permit.17 
Steps in Sound Policy Formation 

The scientific method is followed in 
making sound policy decisions. The 
steps, previously indicated, include: (1) 
statement of the problem; (2) collection 
of facts; and (8) analysis of results 
(facts). 

The role of facts in sound policy for- 
mation is difficult to over-estimate. It 
has been said that executive decisions are 
correct in 57 per cent of the cases. It is 

7The interested reader is referred to 


Duncan and Phillips. op. eit., for discussion 
of these points. 
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the role of marketing and marketing 
facts to increase this batting average. 
As Duncan and Phillips have expressed 
it: 
“Adequate business policies are 
based upon accurate and complete 
information, not upon hunches or 
guesswork. To obtain such informa- 
tion, careful analyses should be made 
of the objectives of the business, 
(and) the methods under which it is 
to operate... . 718 


Lyndon Brown has been even more defi- 
nite about the role of facts in marketing 
management: 


“| . . the foundation of market- 
ing management is marketing re- 
search.” 19 


These statements are distinctly correct. 
Marketing can be made more scientific 
and professional in nature only through 
increasing its dependence upon facts. 


Each of the steps indicated is impor- 
tant. Their roles can be better inter- 
preted following our discussion of the 
nature of the research tool. 

Some Examples of Policy Problems 

Before considering the nature of the 
research tool, it seems wise to indicate 
some of the areas in which the market- 
ing researcher may be of assistance to 
management in the making of policy to 
solve specific temporary, continuing, or 
recurring problems. Although they are 
not wholly marketing questions by any 
means, they do affect it and are thus 
within the province of the research spe- 
cialist. 

There are many policy problems which 
arise under the headings of buying and 
selling which may be partially solved by 
market research. A few follow: 

(1) Buying 

..from what sources should pur- 
chases be made? 

..what kinds of goods should be 
bought? 

.. how oo should be purchased? 


... what special buying effort 
should be utilized? 


.. what prices and terms should 
be expected? 


(2) Selling 
..what distribution channels 


18 Duncan and Phillips, op. cit., p. 72. 
22 Brown, op. cit., p. 30. 


should be used? 

.. what market should be catered 
to? 

.. What sales and advertising ap- 
peals should be utilized? 

... What advertising media should 
be used? 

Although less the problem of the mar- 
keting researcher, the following policy 
areas, falling within the scope of the 
financial functions, may be of substantial 
import to the whole marketing problem. 

(3) Financing 

... how much money is required to 
finance the marketing opera- 
tion for the duration of the 
budget period? 

..from what source should this 
money be obtained? 

.. Should credit be extended to 
purchasers? If so, to whom 
and in what quantities? 

(4) Risking 

...the whole problem of insurance 
analysis must be considered. 

.. through what methods can 
other risks be reduced? 

(5) Accounting 

...what kinds of marketing ex- 
penses of the firm are too 
high? Which are too low? 

.. what can be done to keep costs 
of marketing more in line? 

(6) Pricing 

.at what price should the prod- 
uct or service be sold? 

.. what terms should be offered? 

The individual business firm must also 
make policy decisions concerning trans- 
portation and storage of commodities in 
its program of marketing, many of which 
may be better made after considerable 
research. These include the following: 


(7) Transportation 


.. what method of transportation 
should be used? 
.. who should pay for transporta- 
tion—seller or buyer? 
.. Should the firm have its own 
delivery system? 
(8) Storage 
.. Should the firm undertake stor- 
age? 
..if so, where—at point of pro- 
duction, wholesaling, retailing? 
A few of the policy areas in which 
management must make decisions in the 
personal function follow. 
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(9) Employee 

... what kinds of persons should be 
employed? 

...from what sources should they 
be obtained? 

... how many workers should be 
hired? 

... how should they be paid? 

... how should they be trained? 

... how can they be kept happy? 

... how should they be supervised? 

...- how should they be evaluated? 

(10) Public 

... how can the public be made to 
think more highly of the par- 
ticular enterprise? 

...Should services such as tele- 
phone ordering, credit, and de- 
livery be offered? If so, on 
what basis? 


A number of policy decisions must also 
be made in connection with the product 
before the firm can function effectively. 
A few of the areas in which marketing 
research is more pertinent follow. 

(11) Standardization 


.. what broad field of products 
should be produced or handled? 


... how should the product be de- 
signed? 
.. how should standards for the 
product be enforced? 
. Should the product be branded? 
If so, in what form? 
. should the product be guaran- 
teed? If so, how? 
. should the product be labeled? 
If so, how? 
NATURE OF THE RESEARCH TOOL 
The need for the collection of facts in 
connection with policy formation has al- 
ready been clearly indicated; this is the 
very essence of the scientific approach to 
marketing. It is therefore necessary to 
know more about the nature of the tech- 
nique used to obtain these facts and re- 
search methods. 
Definition of Research 
Marketing research is an intensive 
study of any phase of marketing. Any 
device or method producing facts perti- 
nent to the solution of marketing prob- 
lems of a business organization may be 
so termed.?° 


See A. “Needed: A 
Broader Concept of Marketing Research,” 
Journal of Marketing, Vol. 13, 1949, pp. 
305-310. This article contains a thorough 
discussion of the definition provided. 


B. Blankenship. 


Definition of the Problem 

From the previous discussion it should 
be clear that the first step in the defi- 
nition of the problem is to state the 
policy area and specific problem under 
consideration. As a matter of fact, the 
latter may evolve into a series of sub- 
problems. It should always be remem- 
bered that, basically, the statement of the 
problem is a summary of the possible 
alternative policy decisions in a given 
area. It is only after these alternatives 
have been stated that it is at all pos- 
sible to get to work on the problem from 
a research viewpoint. 


The next part of the statement of the 
problem is its translation into the kind 
of factual information needed for its 
solution. For instance, the policy prob- 
lem may concern the extension of credit, 
e.g., to whom should credit be extended? 
This might be translated into the factual 
problem of getting data about the in- 
come and resources of various credit ap- 
plicants. 


There is still one facet of the problem 
remaining, the development of the re- 
search method to be followed. This is the 
problem of technique. In the illustration 
just provided, it might well be deter- 
mined that the way to get income and 
resource information would be by per- 
sonal interview of each applicant, supple- 
mented by an application blank, and, sub- 
sequently, by contacts with employers, 
bank references, and others.?1! 

Collection of Facts 

The first step in the collection of facts 
is to make sure that all of the previously 
summarized or secondary source data 
are reviewed. These would include books, 
periodicals, and such reference materials 
as are available in any library.22 Trade 
contacts may also be useful in provid- 
ing direct information and pertinent 


21See A. B. Blankenship, “The Research 
Client as a Problem.” In C. W. Church- 
man et al., Editors. Measurement of Con- 
sumer Interest. University of Pennsyl- 
vania Press, 1947. This article discusses 
the frequent confusion between the policy 
problem and the research problem. 

2 Use should be made of the standard 
library card catalog for books, the Peri- 
odical Guide and Industrial Arts Index for 
the periodical materials. 
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sources.23 Additional materials may be 
available in government publications in- 
cluding those of the Bureau of the Cen- 
sv “‘)epartment of Commerce, Bureau of 
Lav. Statistics, Bureau of Agricultural 
Economics, and others.?4 Other materials 
of this sort would include newspapers, 
advertising media, colleges and univer- 
sities, research foundations, and govern- 
ment field offices, if any are located in 
the city. 


The facts available may or may not be 
sufficient for purposes of the particular 
problem. If they are not, it may be 
worthwhile collecting and/or summariz- 
ing one’s own data. It is in this col- 
lection of primary source material that 
sound research design becomes impor- 
tant. The procedure of collecting these 
original data must be so organized that 
it will insure that their summary will 
have meaning. 


The method of collecting facts will, if 
properly handled, take either the experi- 
mental, the comparative, or the correla- 
tional form.25 In the true experimental 
method the experimenter controls the 
conditions under which the observation 
is made. For instance, in physical science 
it is possible to have two sets of condi- 
tions exactly alike save for the room tem- 
perature. In that fashion the effects of 
room temperature can be checked. 


In the field of social, personal, or eco- 
nomic study, it is rarely possible to con- 
trol conditions to this extent. As a re- 
sult, it is more common to use the com- 
parative or correlational method. In this 
procedure there is no attempt to control 
any of the factors; instead, the observa- 
tions are made including correlated con- 
ditions as they occur. For instance, there 
may be regional differences which will 


2The Index of Trade and Professional 
Associations in the United States will be 
helpful in supplying names and addresses 
of pertinent groups. 

* The Survey of Current Business, a pub- 
lication of the Department of Commerce, 
is especially helpful in that it provides a 
current analysis of business conditions geo- 
graphically by trade level and commodity 
field. 

3See R. S. Woodworth, Experimental 
Psychology, Holt, 1938, for an excellent 
statement on these two basic methods of 
factual collection. 


develop when the results of a market 
study are put together. Per capita con- 
sumption of the product may change in 
some ratio with city size and/or the age 
of user. All of these are comparative 
or correlational data and may, as a re- 
sult of their use, give a clue to a par- 
ticular answer desired. Thus the method 
may be more valuable than the experi- 
mental approach, and is used far more 
frequently in marketing research because 
of the difficulty or impossibility of con- 
trolling the conditions under which the 
observations are made. 


The specific techniques of research in 
marketing include (1) the analysis of 
company records, (2) observation, and 
(3) laboratory testing. 


Analysis of Company Records 

There are many pertinent company 
records that may provide clues for mar- 
keting policy decisions. Among the major 
types that may be of significance are 
financial statements, sales, personnel out- 
put, and prices. A few examples may 
illustrate the importance of such records 
for marketing research. 


A company that has always used a 
single salesman to cover its national sell- 
ing finds its sales volume going up to the 
point where the one man can no longer 
handle the job. The obvious starting 
point for the laying out of sales terri- 
tories is an analysis of sales by geo- 
graphic area. Thus, the sales records be- 
come highly important. 

Another company may want some ob- 
jective idea of how soundly its credit 
department has been operating. Certain 
financial measurements will be pertinent 
to the solution of this problem. Net sales 
can be divided by accounts receivable to 
get an idea of the turnover of receivables. 
Let us say, for example, that in this case, 
credit sales are equal to $2 million. 
Since average accounts receivable total 
$100,000 or 1/20th of the year’s sales, by 
dividing 20 into 365 days it is clear that 
collections are being made on the average 
in 18 days. With a standard credit period 
of 30 days, it can be seen that this com- 
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pany’s credit department is performing 
effectively.*6 

A third company may want to deter- 
mine a method for payment of marketing 
personnel, such as those in charge of 
warehousing the product. It may be pos- 
sible to measure the number of cartons 
handled per man during a given period, 
and thereby set fair wage rates related 
te output. Personnel output records may 
also be a highly useful company device 
for marketing research. 
Observation 

As the term is used here, observation 
refers to noting processes, products, or 
people as they exist, without any attempt 
to control the circumstances during the 
period of the test. That is, performance 
and conditions are recorded and measured 
as they occur. 


Job analysis, a technique used by psy- 
chologists and management engineers, is 
a typical form of the uncontrolled, di- 
rected observation. In job analysis, the 
nature of the job is observed and de- 
scribed.27 Results of this observation 
may be utilized for improvement of the 
work process, as Taylor did, to increase 
output per worker.28 It may be used to 
aid also in making a defirition of the kind 
of employee required for a particular 
job, the kind of training he should re- 
ceive, or the level of compensation that 
he should be given. 

The general public are frequently the 
subject of marketing research. Since 
there are so many in the universe out- 
side of the firm that the totality cannot 
be measured, the method devised: for es- 
tablishing tendencies known as the 
sampling survey has been developed. 
This is, by far, the most-widely publicized 
method of marketing research.29 Almost 
everyone has heard of the Gallup Poll 


2This example has been taken from 
M. S. Heidingsfield and A. B. Blankenship, 
Market and Marketing Analysis, Holt, 
1947. This book has two chapters discuss- 
ing the analysis of financial records and 
its application to marketing research. 

27 See M. S. Viteles, Industrial Psychology. 
Norton, 1932. 

2 Frederick W. Taylor is probably the 
originator of the Management Engineering 
Technique, early in this century. 

2 This method is also used with Trade 
and Industry Surveys. 


which is essentially a sampling survey 
adapted to the measurement of public 
opinion.29 It is a process through which 
a sample of the population is questioned 
or observed and it is assumed that the 
answers or behavior of this group will 
be indicative of the reaction of the entire 
population. 

This assumption is not automatically 
true. It depends upon the representative- 
ness of the sample. At the time of this 
writing (January 1950), it is commonly 
agreed by research technicians that the 
personal interview approach in which a 
method of probability sampling has been 
used will provide the most valid sample.31 
Laboratory Testing 

It is possible to use the experimental 
method in some problems of marketing 
management. Where it is possible to do 
so, the process, the product, or the per- 
son may be taken into the laboratory and 
examined under controlled conditions. 

The manufacturing process that has 
been developed by production engineers, 
for instance, can be tested under con- 
trolled conditions.32 The product itself 


*° The 1948 failure of the Gallup Poll is 
not an indication that the sampling survey 
method is invalid. Rather, there were tech- 
nical errors made in the Gallup work— 
errors which could largely have been 
avoided. For a discussion of the reasons 
for the failure of the Gallup Poll, see A. B. 
Blankenship, “What Happened to the 
Polls?” International Journal of Opinion 
and Attitude Research, Vol. 3, 1948, pp. 
321-328. The error was largely one of 
questioning the wrong group of people. 

31 Methods of getting the information in- 
clude the personal interview, the mail 
questionnaire, and the telephone inter- 
view. Both the mail questionnaire and 
telephone interview generally lead to a 
non-representative sample. In the case of 
the mail questionnaire, it is difficult to 
get a good original mailing list, and those 
who reply are rarely representative of 
those who do not. In the case of the tele- 
phone interview, the group will not be 
representative since families who have tel- 
ephones are of somewhat higher average 
economic status than those who do not. 

With the personal interview procedure, 
it is possible to design a sampling method 
that will virtually insure representative- 
ness of the sample. In the case of the 
probability method, selection of the homes 
to be included in the study are made ona 
statistically random basis from a prelisting 
of all homes. This method gives the inves- 
tigator no choice in where to call and 
hence reduces possibility of a non-repre- 
sentative sample. 

% The example may fall more properly 
within the scope of production rather 
than marketing, although it has definite 
implications for the marketing function of 
standardization. 
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frequently is tested under controlled con- 
ditions. Many readers have seen a shoe- 
testing machine consisting of two verti- 
cally-rotating axles, with a shoe on each 
of the four spokes, scraping the floor 
surface as the axles rotate. This machine 
makes it possible to test the durability 
of the soles. All kinds of product testing 
fall into this laboratory testing pro- 
cedure and are properly considered part 
of marketing research because they con- 
cern product standardization. 


Even the individual may be studied 
under controlled conditions. Usually it is 
the personnel technician or the psycholo- 
gist who applies this particular tech- 
nique. For instance, salesmen may all be 
given a number of psychological tests. 
Since the tests, to be meaningful, are 
always given under controlled conditions, 
this sort of procedure becomes a labora- 
tory test. 


The Analysis of Results 

For analytical purposes the results of 
the various tests, studies, and analyses 
must be catalogued ard arranged for 
presentation. The process of tabulation 
is therefore important; it is the research 
function in which data are arranged and 
classified into a form which gives them 
meaning.’ The form of the tabulation 
will necessarily be designed in the light 
of the purpose for which the study has 
been made.34 


Once compiled, the data in the research 
report are analyzed by judgment evalua- 
tion or by comparison. The comparison 
may be largely internal, showing inter- 
relationships of the obtained data, or the 
comparison may be external, showing re- 
lationships to other materials. An inter- 
nal comparison would certainly be used, 
wherever possible, in connection with the 
observation approach. It would only be 


% For a discussion of the methods of 
tabulating see J. S. Boyajy et al., “Tabu- 
lation Planning and Tabulation Tech- 
niques.” Journal of Marketing, Vol. 13, 


1949, pp. 330-335. 

% The data must generally also receive 
some statistical treatment. However, this 
is not the place to discuss possible statis- 
tical methods; an elementary statistical 
text may be consulted for this purpose. 


through learning how the results were 
correlated with varying circumstances 
that it would be possible to arrive at 
generalizations. In a sampling study, 
however, it is common to compare the 
results, for instance, by sex groups, age 
groups, economic groups, etc., in order 
to learn more about the factors corre- 
lated with particular types of replies or 
behavior. An internal comparison prob- 
ably would be used also with any experi- 
mental method and results would be 
presented under the varying conditions, 
establishing a causal relationship. 


It is particularly important to use the 
external comparison method in cases in- 
volving the use of company records. Only 
by comparing the experience of the in- 
dividual firm with that for the industry 
is it possible to give fullest meaning to 
the company data.35 


Some Examples of Research Applied to 
Marketing Policy Problems 

Several examples will provide a con- 
crete idea of how the research method 
can be applied to the solution of market- 
ing problems. 


A Coffee Manufacturer 

A few years ago, a well-known manu- 
facturer of coffee conceived the idea of 
manufacturing and selling canned liquid 
coffee. After developing a method of 
manufacture that produced a brew satis- 
factory to the palates of the most par- 
ticular tasters, he had a standardized 
product ready for distribution. At this 
point the manufacturer called upon a 
marketing research firm to survey the 
market before entering on full produc- 
tion. This group left samples with a 
cross-section of housewives in a selected 
city, returning a week later to get their 
reactions to the coffee. 

Everyone liked the coffee; no one could 
complain about its flavor or body at the 
proposed price, ten cents for a can con- 
taining two portions. However, they were 


3% Many industry data are available from 
retail trade organizations, Bureau of the 
Census, Dun & Bradstreet’s, and other 
sources. 
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not willing to purchase the coffee.36 
Needless to say the manufacturer did not 
proceed with his plan to market the new 
product and probably saved himself many 
thousands of dollars as a result. 


A Food Manufacturer 

In another case a large manufacturer 
of a general line of canned foods was 
seriously considering entering the canned 
baby food market. The company had the 
laboratory and production facilities re- 
quired to turn out a good quality product. 
The president of the company asked his 
marketing research department to collect 
any pertinent data which might help the 
company decide whether or not to enter 
the market. 


A nationwide consumer study un- 
covered an arresting fact; better than 
half of the market for canned baby foods 
was dominated by two nationally adver- 
tised and distributed brands. The evi- 
dence indicated that this concern, in order 
to get any sizable proportion of the 
market, would have to spend an excessive 
amount of money for advertising and 
sales promotion. As a result, the com- 
pany decided not to enter this field. 


The Manufacturer of an Industrial 
Supply 

This manufacturer produces a large 
number of industrial specialties. One of 
the largest volume items in its line is a 
product which can be used in almost any 
type of manufacturing establishment. 
The company felt that it was losing 
ground to its competition, although it 
had no facts available on which to base 
this judgment. 


In any case, the president of the con- 
cern decided that the firm had to be more 
aggressive in selling this item by step- 
ping up their personal selling activities. 
The first problem faced by the sales man- 
ager was an estimate of the dollar volume 


% People were unwilling to spend that 
much; as they pointed out they could (at 
that time) get a cup of coffee for five cents 
in almost any restaurant which would 
include personal service, cup and_ saucer. 
and cream and sugar if desired. Why 
should they have to pay the same price, 
without any of the conveniences and have 
the problem of washing dishes and heat- 
ing coffee in addition? 


that could be expected of his sales or- 
ganization during the following year. 
Although total company sales were avail- 
able for previous years, it would have 
been dangerous to predict them for the 
next year solely on the basis of the 
trend line of past performance because 
any one of many unknown economic fac- 
tors might cause substantial variations.37 
Total industry sales were also available 
for a number of the preceding years 
along with many other variable economic 
and market statistics. By comparison of 
some 75 such factors with total industry 
sales, annually, it became apparent that 
there were about five which varied in ad- 
vance of industry sales. Through this 
technique of “lead analysis” it became 
obvious that these five factors had pre- 
dictive value. 


The next step was statistical measure- 
ment of this predictive value. This was 
done through partial and multiple cor- 
relation techniques, which made it pos- 
sible to develop a predictive equation, 
with which it was possible to predict, 
with reasonable accuracy, total industry 
sales for the forthcoming year. 


This prediction served as a starting 
point, from which, by the use of the 
company’s percentage of the industry 
sales in preceding years, where available, 
it became possible to develop a trend line 
relationship which showed consistency in 
terms of the percentage of the market 
obtained. It was then a simple matter 
to predict the company’s sale of the item 
for the new year, assuming no change 
in marketing policies. This figure could 
then be used to test the effectiveness of 
the new sales technique. 


An Industrial Manufacturer 

This particular firm sells its products 
directly to users as well as through 
dealers.38 The question was whether it 
should continue to service all of the ac- 
counts currently on its books. 


37 Previous experience had shown that 
there were sudden dips and surges in the 
line, not in accordance with the trend. 

38 This example and others can be found 
in Cc. H. Sevin, “How Manufacturers Re- 
duce Their Distribution Costs.” Marketing 
Division, Office of Domestic Commerce, 
Economic Series No. 72, 1948. 
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Distribution cost analysis showed that 
78 per cent of the accounts totaled only 
some 2 per cent of sales. Almost 90 per 
cent of the sales came from fewer than 
4 per cent of the largest users. Studies 
of time spent by salesmen indicated that 
personal sales costs averaged some $5 
per customer and that this was about the 
same regardless of customer size. In- 
voice costs averaged about $1.50 and de- 
livery costs an additional $1.50 per order. 
The small volume obtained from the 
smaller direct accounts definitely made 
these of an unprofitable nature. 

The company decided to change its 
channels of distribution, transferring the 
small, unprofitable accounts to its dealer 
organization. Company experience to 
this point indicates a 15 to 30 per cent 
net reduction in marketing costs, accom- 
panied by a 20 per cent increase in net 
profits. 


LIMITATIONS OF RESEARCH 

There is no doubt that marketing 
policy decisions—and therefore marketing 
itself—can be made more scientific. The 
process is one of utilizing facts as the 
basis for policy decisicns, rather than 
making these purely on the basis of 
guesswork or informed intuition. At the 
same time it should be fully recognized 
that research has limitations. It is not 
a panacea. 
Some Research is not Dependable 

Much so-called “research” cannot be 
trusted. 


Earlier in this paper, advertising media 
were mentioned as a potential source of 
facts for the marketing man. While this 
is true, these sources generally publish 
only those facts which are favorable to 
them. The point is not that this research 
is poorly conducted. Rather, it is the fact 
that the medium can afford only to publi- 
cize those findings which favor it. The 
research will probably be slanted towards 
an aspect that favors it most. For ex- 
ample, one national picture weekly re- 
ports that continuing studies show it to 
have more readers than any of its com- 
petition. This conclusion was reached 
through measuring the number of read- 


ers per copy and multiplying this by the 
circulation. On the basis of the research 
methods reported there is no reason to 
disbelieve the results. Another periodi- 
cal, badly hurt by such promotion, felt 
that its strongest feature was the faith 
of those who read it and the time they 
spent on it. A thorough study indicated 
that they were correct on both assump- 
tions. This magazine now has some com- 
petitive material to give the advertiser. 

Not all “research” is as dependable as 
these illustrations. There are still char- 
latans operating in the field—so-called 
research firms and personnel who know 
little or nothing about how to collect and 
interpret facts. This kind of firm or per- 
son may make many errors in the re- 
search process, thus reaching undepend- 
able conclusions. Another aspect of this 
same problem is the fact that some re- 
search firms and personnel are limited in 
their knowledge of available techniques. 
Earlier portions of this paper have em- 
phasized the diversity of the approaches 
that can be used in the collection of facts 
pertinent to marketing decisions. Even 
so, many practitioners know only the so- 
called “survey” technique, a synonym 
for the sampling survey. 


Precision Results Difficult to Obtain 

Marketing analyses are not precise. 
They should not be compared with re- 
search in physics and chemistry, for the 
subject differs. Marketing deals with 
dynamic and largely intangible things 
while the latter are concerned mainly 
with tangible and repreducible condi- 
tions. Measurement of a dynamic or in- 
tangible subject, even though compuied 
to the second decimal point is subject to 
error. Similarly, the results can never 
be of a precision type for the reason 
that these studies take time. The results 
are never available until some time fol- 
lowing collection of the data. Thus, con- 
ditions will have changed somewhat by 
the time the report is ready. 

It must also be emphasized that the 
methods and tools available are not yet— 
and possibly never will be—of a precision 
nature. For example, after many years 


ee 
ee 


= 


ss a an ak ae oo ot a OU ee | 


* 





A SCIENTIFIC APPROACH TO MARKETING 25 





of use, a precision sampling method— 
probability sampling—has been devised. 
Even yet, however, there is little or no 
control of the field worker once he is on 
his own. Thus, unless the individual per- 
sons are known, one cannot be certain 
that the questions have been asked in 
the manner or order indicated, or that 
the investigator has not unintentionally 
biased the responses of the persons with 
whom he has talked. 


Research is Costly 

Sound research is expensive. It takes 
time, effort, and money to perform a re- 
search project the way that it should be 
executed. As a result, it has become al- 
most impossible for the small business 
firm to use more than the published or 
generally available factual information 
as a guide for its marketing policies. The 
small business is not in a financial posi- 
tion to afford any continuous program of 
fact-gathering. Occasionally the trade as- 
sociation provides a partial solution to 
this problem, but this type of research 
cannot be tailored to the individual needs 
of the particular businessmen. 


Evaluation of Applications Difficult 
Marketing, as all social sciences, is 
subject to conditions outside of individual 
human control. Thus, even though a man- 
agement may change or modify its mar- 
keting channels or methods on the basis 
of a sound research program, it does not 


follow that increased sales with decreased 
expenses and increased profits are due 
to its findings. Such factors as a general 
upswing in the business cycle, decreased 
quality of a competitor’s product, or any 
one of a hundred others, may have oper- 
ated singly or in combination to produce 
the favorable effect. Thus, the measure 
is based on presumption. 


Sometimes the nature of the recommen- 
dations are such that the results are 
intangible. For example, if a manufac- 
turing organization is considering the use 
of two equally sound advertising pro- 
grams, and decides to submit the issue 
to its dealer organization for decision, 
the result will have no effect on market- 
ing efficiency except through the intan- 
gible though important factor of good- 
will. 

CONCLUSION 

Although marketing is not a natural 
science, it can make adequate use of the 
scientific method in the process of making 
all types of marketing-management de- 
cisions. While marketing research is not 
a cure-all, it can be used advantageously 
in many circumstances to insure develop- 
ment or the continued existence of a par- 
ticular firm, individual, or market by giv- 
ing clues as to the type and direction 
of adjustments necessary under present 
conditions, Development and understand- 
ing of the technique will give added bene- 
fits to the whole populace. 














Federal Grants - in-Aid 


by C. E. RIGHTOR* 


“New times demand new measures 


and new men: 

The world advances, and in time 
outgrows 

The laws that in our fathers’ day 
were best; 

And doubtless, after us, some purer 
scheme 

Will be shaped out by wiser men 
than we, 

Made wiser by the steady growth of 
OER: << 


Warren by James Russell Lowell 
some seventy years ago—before the day 
of giant corporations, gasoline engines, 
social insurance and liberal court deci- 
sions—this presage, when applied to the 
system of government obtaining in this 
country, has been richly fulfilled and con- 
tinues as an augury for the morrow. 
Then, government was simple; each level 
had its own well-defined fields of activity 
and there was limited occasion for inter- 
play. Since, the government, in common 
with the Nation’s population, has experi- 
enced an astounding growth; each level 
has participated and yet retained respon- 
sibility for a diversity of governmental 
services. 

A federal system involves at least two 
layers of government, mutually depend- 
ent on a single economy for their sup- 
port. Governmental interdependence has 
increased with the development of power- 
ful corporations; with the growth of 
interstate trade, land, and air travel, and 
communication; and, with the enlarge- 
iment of the domestic phase of our inter- 
national relations. A state of flux will 
continue with respect to the distribution 
of functions, multiple taxation, and meth- 
ods and costs of administration so long 
as these newer aspects of economic and 


*C. E. Rightor is presently a statistician 
with the Bureau of Census, Population 
Division, Washington. He was formerly 
Chief, Governments Division of the Bu- 
reau of the Census, and fiscal analyst 
with the Fiscal Division of the United 
States Bureau of the Budget. Prior to his 
Federal service, he spent many years in 
state and local governmental research 
and public administration, holding many 
posts including that of Detroit City Con- 
troller. The opinions expressed hereafter 
by Mr. Rightor are his own. 


social change endure. The National Gov- 
ernment’s superior strategic position, 
economically and socially, has justified 
aggressive central leadership and expan- 
sion; withal, that level is vitally con- 
cerned that the independence and 
strength of both State and local govern- 
ments be maintained and sustained. 


Overlapping and conflict between the 
two levels of government are inevitable, 
and it appears that, while there can be 
no clear cut solution of fiscal problems, 
compromise and cooperation may prevail 
over contention and invective. “Purer 
schemes” can be worked out, and with 
greater fealty to “truth.” Among the 
“purer schemes” for coordination are re- 
allocation of functions, separation of 
sources of revenue, joint administration, 
credits, sharing of revenues, and Federal 
and State grants-in-aid. No single one 
of these schemes will meet all conditions, 
but the most desirable should be selected 
according to the nature and needs of the 
particular problem. They have all been 
tried on occasion, with measurable suc- 
cess—but much remains yet to be done. 

This article is limited to a summary 
discussion of a “purer scheme” which 
has had remarkable recognition during 
the past few decades, namely, Federal 
grants-in-aid. 


DEFINITION OF A GRANT 

There are as many definitions of a 
Federal grant as there are treatises on 
the subject, and each may be acceptable 
for the concept and purpose sought to be 
covered by the author. The task force of 
the Commission on Organization of the 
Executive Branch of the Government— 
the Hoover Commission — stated: “Na- 
tional grants are payments—usually in 
cash but sometimes in goods or services, 
to assist state and local government. .. .” 
For convenience and brevity, this may be 
accepted as a basis for considering the 
grant. Yet perhaps this is too concise 
for it appears that some Reconstruction 
Finance Corporation loans might qualify 
under it. 
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So various are the uses of the grant, so 
nebulous its definitions and the concomit- 
ant conditions, that it may be desirable 
initially to analyze briefly its character- 
istics as a means of clarifying the con- 
cept. Under the definition presently used 
by the Executive Branch of the Federal 
Government, these include; (1) legisla- 
tion by the Congress authorizing a Fed- 
eral agency to assist one or more State 
or local governments by defraying all or 
a portion of the cost of a local service 
having a national interest; (2) conduct 
of the aided activity, whether a current 
operation or a capital outlay, by State 
or local governments; and (3) a Federal 
contribution, measured by the degree of 
national interest. The latter may be in 
cash, goods, or service. In a period of 
emergency a departure from the second 
characteristic requirement often results 
when a Federal agency may be author- 
ized to perform the activity or supply 
the outlay directly for the benefit of State 
or local government. 

Under the foregoing concept, only the 
Congress can establish a grant; no Fed- 
eral agency can act on its own motion. 
Acceptance of the proffer by a State is 
legally—but not always economically or 
politically—entirely at the discretion of 
the State. The history of Federal grants 
in fact, however, because of competitive 
conditions, is one of gradual extension 
of Federal controls over State activities, 
under varying degrees of scope and strin- 
gency. 

A grant may be either of regular or 
recurring nature, or it may be a_non- 
recurring grant for emergency purposes 
to endure only for the period of the par- 
ticular stress. Regular grants for a cur- 
rent service are usually financed on a 
continuing basis by annual appropriation. 
Regular grants for capital outlays may 
be either continuous or for a specific num- 
ber of years; the term of years may be 
extended or renewed from time to time or 
revised by action of the Congress. “Con- 
tract authorizations” are occasionally 
made by the Congress for a capital grant 
program, and the amount of the grant 
is determined by the appropriation made 


subsequently to liquidate the contractual 
obligation. The Congress authorizes a 
grant; ordinarily, it then implements the 
authorization by an appropriation; the 
appropriation is obliged, and the obliga- 
tion is liquidated by an expenditure. It 
is desirable to distinguish these stages 
of financial procedure. 

A grant payment is made by one level 
of government to another, and not to 
private individuals or groups. This latter 
type of payment is classified as a subsidy. 
Some Federal grants may inelude pay- 
ments to private, non-profit institutions 
or agencies, however, as in the case of 
both school lunches and hospital construc- 
tion, where the congress specifically lib- 
eralized the clientele to include them. 

All Federal Government payments to 
States and municipalities are not grants. 
For example, cash payments of the 
Treasury on account of interest or retire- 
ment of United States Government bonds 
held by States and cities in their general 
or trust funds, reimbursement for the 
care of special classes in accordance with 
agreements between a Federal agency 
and the State or local units, such as 
schools for Indians and payments for 
prisoners detained in jails, payments in 
lieu of State and local property taxes on 
Federally-owned or leased property, and 
liquidation of claims for damage to a 
bridge, airport highway or other struc- 
ture caused by a representative of a Fed- 
eral agency are normal government ex- 
penditures. These and other classes of 
payment make it clear that a grant must 
be distinguished from many other types 
of disbursement of Federal funds. 


A SUMMARY OF GRANTS 

An over-«i view of Federal grants is 
presented in Table I, which shows ex- 
penditures for Federal aid to state and 
local governments for selected years from 
1912 through 1950 as compiled by the 
Bureau of the Budget.! Grants and shared 
revenues, also enumerated, are limited to 


1The totals and the Agriculture grant 
listed in Table I are at variance with those 
given in the United States Budget for fis- 
cal 1950, pp. 1369-73, as a result of revi- 
sions made since this compilation by the 
author. 
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TABLE I 
Summary of Expenditures for Federal Aid to State and Local Governments 
by Function 
(Thousands of Dollars) 
Estimate 
1912 1920 1936 1946 1948 1950 

Veterans’ Service & Benefits 1,152 1,095 568 20,238 84,977 13,640 
Social Welfare, Health, Security 1,759 2,245,210 512,147 891,834 1,358,992 
Housing & Community facilities 104,637 53,911 13,304 
Education & General Research 2,510 4,637 13,055 25,308 37,154 323,283 
Agriculture & Agricultural 

Research 1,593 5,912 21,656 92,427 70,940 62,878 
Natural Resources not Primarily 

Agricultural 1,473 8,274 11,473 18,437 
Transportation & 

Communication 20,483 27,565 75,868 333,550 517,650 
Labor & General Government 6,006 9,559 8,839 61,726 145,048 150,019 
Total, Grants-in-Aid 11,261 43,445 2,318,366 900,625 1,628,887 2,458,202 
Total, Shared Revenues 726 1,149 2,698 12,418 16,001 21,812 
Total, Grants and Shared 

Revenues 11,987 44,594 2,321,064 913,043 1,644,887 2,480,014 








those activities for which financial trans- 
actions are reflected in the budgets for 
the respective fiscal years ended June 
30, and therefore omit certain types of 
financial assistance made independently 
of budgetary action. Examples of such 
omissions are transfers of surplus milit- 
ary airports and the donation, or sale at 
a substantial discount, of war surplus 
educational and hospital equipment to 
States or local units following World 
War II. Detailed summaries of grants 
by function and individual program are 
presented throughout the balance of the 
article with the text covering the particu- 
lar area. 


The data are classified initially accord- 
ing to the functional classification de- 
veloped cooperatively two years ago by 
the Budget Bureau, Treasury, and Gen- 
eral Accounting Office. It is to be noted 
that there were no grants (in the years 
covered) for three functions: national de- 
fense; international affairs and finance; 
and, finance, commerce, and industry. 


For each function, the accounts are 
grouped according to the Federal agency 
presently supervising the activity.2 Dur- 
ing the period covered, some activities 


2 Major functions follow the official Ac- 
count classification exactly. Some of the 
sub-accounts have been grouped and titles 
shortened on account of space limitations. 


have been shifted officially from one func- 
tion to another (e.g. School lunches from 
Agriculture to Social Welfare); from one 
supervisory agency to another (e.g. 
Federal-aid Highways, from Agriculture 
to Federal Works Agency and more re- 
cently to Commerce); or from the cate- 
gory of National Defense to regular 
grant (e.g. Community facilities), The 
table includes both regular and emer- 
gency grants. 

The years covered in the Table have 
been selected as representative of the 
developing grant programs, each reflect- 
ing particular conditions responsible for 
changing the pattern of grant legislation. 
Nineteen-twelve (1912) was selected as 
typical of the Grants-in-Aid programs in 
the earliest years, before the development 
of an integrated highway and public 
works program and prior to World War 
I. The year 1920 was selected as charac- 
teristic of the peak year of grant pro- 
grams before the development of the 
highway progrem but including some 
World War I emergency grants. The sub- 
sequent year (1936) marks the peak of 
this period and reflects large scale emer- 
gency grants for depression purposes but 
was prior to the development of the or- 
ganized Social Security Program. Nine- 
teen-forty-six (1945) was selected as rep- 
resentative of the post-war period includ- 
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TABLE II 
Regular and Emergency Federal Grants 
Selected Years 1912-1950 
(Millions of Dollars) 
Estimate 
Type 1912 1920 1936 1946 1948 1950 
Regular: 
Current 12.0 24.3 82.9 680.7 1,162.4 1,881.2 
Capital 20.3 27.4 44.5 321.1 572.0 
Total 12.0 44.6 110.3 725.2 1,483.5 2,453.2 
Emergency (current and capital): 
Relief mete 2,210.8 7.4 8.4 1.9 
National Defense CWEEP ose sae 180.4 153.0 24.9 
Total ec jb 2,210.8 187.8 161.4 26.8 
Grand Total 12.0 44.6 2,321.1 913.0 1,644.9 2,480.0 





Source: Compiled from Tables I, and III - XI. 








ing emergency grants and the beginning 
of the new grants programs. The last 
year for which full data are available on 
expenditures is 1948, while 1950 is in- 
cluded as indicative of developing pro- 
grams. 
Regular and Emergency Grants 

An analysis of grant expenditures for 
the period 1912-50 by type, regular (cur- 
rent and capital) and emergency (relief 
and defense) is illustrated for selected 
years in Table II. The figures, even 
though there be wide gaps in time cover- 
age, show forcefully the gradual but con- 
sistent growth of the grant as a means 
of financing interlevel government serv- 
ices during the past four decades. The 
table gives clear evidence that Federal 
financial participation is greatly indulged 
during periods of national emergency, 
consistent with centralization of the Na- 
tion’s resources, and then quickly sub- 
sides. There are only twelve emergency 
grant programs in operation in (fiscal) 
1950. Two of these are unemployment re- 
lief and public works programs; the 
others are war and postwar programs. 

With the peacetime expansion of gov- 
ernment at all levels, however, the figures 
for regular grants indicate an increasing 
reliance on Federal largess both as to the 
amount expended and as to the scope 
of services affected. An analysis cf the 
total grant program’ shows that in 1912, 


3See Tables I and III-XI. 


seven activities were aided; by 1920, the 
number had grown to twelve; but it 
leaped to thirty-one in 1936 following the 
adoption of a depression-induced series of 
social welfare benefits. During the next 
decade eleven more services were added 
and by 1948, the total reached fifty-two. 
For the current year (fiscal) 1950, if the 
new programs recommended by the Pres- 
ident are adopted by the Congress and 
become effective before June 30, there 
will be fifty-six regular grant-in-aid pro- 
grams in operation.* 

A complete history of Federal-aid ex- 
penditures would begin with the year 
1879 when a small sum was voted to pro- 
vide books for the blind. However, until 
1920, following the passage of the first 
of a series of acts relating to highways, 
all grant payments were relatively insig- 
nificant.5 From that year until 1936 High- 
ways continued to be the predominant 
non-emergency program. Since the latter 
year, Public Assistance has assumed the 
major role, and, for 1948 (the last year 
for which actual expenditures are avail- 
able) accounted for 44.5 per cent of all 
grant payments, while the grants for 
highways amounted to only 20 per cent 
of the total. 


Emergency grants for unemployment 


The proposed legislation is identified in 
the table; at the time of this writing (Jan- 
uary 1950) the first session of the Bighty- 
first Congress has started action on some 
of these issues. 


5See p. 28. 
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relief, administered variously by a num- 
ber of temporary and permanent agen- 
cies, reached unprecedented heights dur- 
ing the period of 1933 through 1942, 
reaching a peak of $2,376 million in 1937. 
With the advent of the defense program 
and war, the agencies remaining in that 
field abruptly shifted their work to mili- 
tary projects, and with other agencies 
entering the field, grants began for Na- 
tional Defense. Preparation for and the 
after-effects of war occasioned emer- 
gency grants ranging from $156 million 
in 1942 to $489 million in 1947. 

Emergency relief expenditures include 
those of both agencies making grants to 
the States and localities and agencies 
whose services were a directly measur- 
able benefit to State and local units. 
W.E.R.A. is an example of the former; 
C.W.A. and P.W.A., of the latter. It is 
to be emphasized that the amounts re- 
ported for the several agencies operating 
during the depression are exclusive of 
outgo for Federal projects.® 

It is desirable to indicate one other 
refinement of the over-all data, that is, 
the inclusion of grants in the form of 
goods and services, as distinct from cash 
grants. Of total payments of $1,645 mil- 
lion in 1948, for example. $132 million 
transferred for four programs (Veterans’ 
educational facilities, Veterans’ re-use 
housing, Community facilities, and Ex- 
portation and domestic consumption of 
agricultural commodities) was non-cash. 

The amount of net cash payments for 
fiscal 1948, $1,513 million, as computed 
from the Budget Bureau’s table, com- 
pares very closely with the Bureau of 
the Census figure, $1,492 million, as re- 


6For several reasons, no two persons 
analyzing the financial records of the de- 
pression years would be likely to arrive 
at identical totals for outlays on account 
of relief grants. Nor is it possible to class- 
ify the payments fully as between current 
and capital expenditures. This is in no 
small part because some agencies were au- 
thorized to make loans as well as grants. 
Moreover, most published reports of data 
covering a term of years are not on a net 
expenditure basis, i.e., one showing credits 
for loans repaid, because such repayments 
are spread over several subsequent years. 
A portion—but not the entire amount, un- 
fortunately,—of certain relief loans made 
in the early years of the depression were 
canceled later by the Congress. Thus, they 
were converted to grants. 


ported in Government Revenue in 1948, 
especially when consideration is given to 
the fact that the Census data for many 
units of government cover transactions 
for a twelve-month period ending other 
than on June 30, 1948. 

Cash payments have a direct bearing 
on the budgets of both the Federal Gov- 
ernment and the States and local units. 
For 1948, the cash outgo for grants was 
equal to 4.4 per cent of all Federal budget 
expenditures, and to 9.2 per cent of all 
State and local revenue from their own 
sources. These data, needed to avoid 
double-counting of intergovernmental 
payments, are of material value to those 
engaging in studies of the gross national 
product, and are utilized by the Council 
of Economic Advisers in its reports of 
the Nation’s economic budget. 


INDIVIDUAL GRANT PROGRAMS 

For convenience of reference, the fol- 
lowing discussion of the functional and 
individual grant programs follows the 
topical array from Table I. A detailed 
summary of the grants for each function 
is included with the discussion hereafter. 
These data comprise the detail under- 
lying Table I above. 


Veterans’ Services and Benefits 

Grants in this function derive from 
war for the benefit of selected groups. 
Federal Aid to State Homes for disabled 
soldiers and sailors is the second oldest 
cash grant in the list, first authorized 
in 1888. (See Table III.) The program 
is a needless relic of the Civil War, pay- 
ments not to exceed one-half the cost of 
each registered veteran’s maintenance. 
An original maximum grant of $100 per 
inmate per year has been increased to 
$500. California received $356,000 in 
1948, New York, $1,600, and twenty-four 
other States—outside the South—the re- 
mainder. 

Grants for the Supervision of Estab- 
lishments Engaged in On-the-Job Train- 
ing and for Administration of Unemploy- 
ment and Self-Employment Benefits re- 
late to veterans of the recent war. The 
programs began in 1946 and 1944, re- 
spectively, and will expire in a few years. 
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TABLE III 
Expenditures for Federal Aid to State and Local Governments 
Veterans’ Services and Benefits 
(Thousands of Dollars) 
Estimate 
1912 1920 1936 1946 1948 1950 
Veterans Administration: 

Federal aid to State homes! 1,152 1,095 568 1,354 1,765 3,100 
Grants to States for super- 
vision of establishments 
engaged in on-the-job 

training! 5,854 4,100 
Grants to States for admin- 
istration of unemploy- 
ment and self-employ- 

ment benefits! 18,884 24,179 5,924 
General Services Adminis- 
tration (Federal Works 
Agency) Veterans’ educa- 

tional facilities 53,179 516 
Total, Veterans’ services and 

benefits 1,152 1,095 568 20,2388 84,977 13,640 





1This is part of an appropriation for a broader program. 








Some writers classify these two services 
as direct Federal Government operations, 
holding that the States act in an agency 
capacity and that the Federal payments 
to the States are merely reimbursements. 
The activities are performed by State 
agencies, however, as a part of their 
ordinary operation (the former of educa- 
tion and the latter of employment serv- 
ice) without any special drains on their 
personnel or facilities. No matching of 
funds by the State is required, a not un- 
usual condition for emergency grants. 

Aid for Educational! Facilities and 
Equipment, other than housing, needed by 
educational institutions engaged in furn- 
ishing courses of training or education to 
persons under the G. I. Bill of Rights, was 
authorized in 1946 with a $100 million 
grant. Under the Act, surplus Federal 
structures were disassembled and re- 
erected by contractors on the land of in- 
stitutions, both public and private, whose 
applications were approved by both the 
State Department of Education and the 
Federal agency. Equipment was also sup- 
plied. This is a grant in kind; no match- 
ing is required from the State or the 
educational institution, but sites must be 
supplied by either of them. 


Social Welfare, Health, and Security 

This functional group includes a di- 
versity of grant programs, which in the 
aggregate accounted for over 60 per cent 
of all aid paid the States for regular 
grants in 1948, with some of the services 
just under way. (See Table IV.) Except 
for Vocational Rehabilitation, all the 
regular activities were first authorized 
by the Social Security Act of 1935; the 
titles of that Act, however, vary as to 
the type and extent of Federal super- 
vision and control. 

Vocational Rehabilitation of persons 
injured in industry, including the blind, 
was instituted in 1920 and the law broad- 
ened in 1948. The Government pays the 
States for all adininistrative expenses, 
for vocational guidance and placement, 
and for one-half the costs of other serv- 
ices including medical treatment, pros- 
thetic devices, and equipment. For war- 
disabled veterans, all costs are borne by 
the National Government. 

All of the customary mechanisms of 
Federal supervision and control obtain 
in this program. They include prescribed 
minimum standards, approval of State 
plans, certification of grants, audit, sur- 
veys of administration, and consultation 
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services. In 1946, the Congress froze this the States. It also discouraged the for- 
program at the then attained level, even mer practice of approving deficiency ap- 
though the services varied widely among. propriations. As a result, total rehabili- 





TABLE IV 


Expenditures for Federal Aid to State and Local Governments 
Social Welfare, Health, and Security 


___ (Thousands of Dollars) 











Estimate 
__1920* 1936 1946 1948 1950 


Federal Security Agency: 

Payments to States, Vocational Re- 

habilitation Act, as amended 1,436 10,764 21,8421 20,497 
Grants to States for public assist- 

ance (old-age assistance, aid to 

dependent children, and aid to the 

blind) 28,424 421,196 731,989 1,128,000 
Maternal and child welfare services 

(child welfare services, maternal 

and child health, and services for 





crippled children) 2,162 11,485 21,429 23,106 
Emergency maternity and infant 

care (national defense) 36,071 2,067 
Control of venereal diseases? 1,759 12,268 15,192 13,520 
Control of tuberculosis? 5,179 6,703 6,805 
Assistance to States, general? 2,386 10,964 11,173 22,000 


Payments to States for surveys and 
programs for hospital construc- 


tion 656 439 
Grants for hospital construction 392 60,000 
Mental health activities? 1,653 3,250 
Grants, National Cancer Institute? 2,824 3,000 
Grants, National Heart Institute? 300 
Disease and sanitation investiga- 

tions and control, Alaska 360 
Grants and loans, water pollution 

control 1,000 


General Services Administration: 
Highways, advances to States, 
emergency control 63 
Highways, emergency expenditures 203,113 
Flood relief, for restoration of roads 
and bridges; Liquidation of Pub- 


lic Works Administration 4,220 7,599 1,416 
Grants for plan preparation, water 
pollution control 450 
Civil Works Administration: 
Emergency expenditures 676 


Public Works Administration: 
Public bodies, emergency expendi- 
tures 247,697 
Federal Emergency Relief 
Administration: 
Emergency expenditures 495,592 
Works Progress Administration: 
Emergency relief 1,263,661 
Department of Agriculture: 
School lunches 68,313 74,848 


Total, Social Welfare, health, security 1,759 2,245,210 512,147 891,834 1,358,992 


*Grants were not made in 1912. 
1Includes proposed legislation, $65 million. 
ate is the grant portion of an account which includes administrative or othe 
activities. -¢ 
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tation needs are not now being fully met. 
In the writer’s opinion, the States feel 
that Federal dictation in this program 
has been too rigid. 

Public Assistance includes three pro- 
grams, Old-Age Assistance, Aid to De- 
pendent Children, and Aid to the Blind. 
These activities are designed to serve to 
bridge the gap between the initiation of 
contributory social insurance and the 
time when such insurance benefits will 
be available to and sufficient to meet the 
living requirements of the groups af- 
fected. The insurance program, also es- 
tablished by the Social Security Act, is 
Federally administered, but the public 
assistance services are financed jointly 
with and administered by the States and 
in some cases, local governments. As the 
number of workers eligible to receive in- 
surance benefits grows, the pressure on 
public assistance should be relieved, espe- 
cially as coverage and benefits become 
more nearly adequate in the former pro- 
gram. This theory is materializing; the 
insurance program is growing more 
rapidly than assistance. In 1948, insur- 
ance benefits were paid to 22 per cent 
more persons than in 1947, while the 
number of Old-Age Assistance rolls in- 
creased only 4 per cent over the preced- 
ing year. A provident Congress will 
fortify the insurance system. 

Old-Age Assistance requires the larg- 
est grant in cost to the Federal Govern- 
ment, but not in clientele. The grant is 
the “open end” type, i.e., the Government 
is committed to match the States’ ex- 
penditures up to a stated maximum. 

The extent of Federal participation has 
been increased by legislative amendments 
three times since the Act was adopted. 
Part of the growing annual grant is due 
to the liberalized Federal matching for- 
mula and part to the changing value of 
the dollar. The present schedule provides 
that the Federal share shall be three- 
fourths of the first $20 monthly payment 
per person receiving assistance plus one- 
half of the remainder up to a maximum 
of $50 in any single case. The needy in- 
dividual must be 65 years of age or over 
and not an inmate of a public institution. 


Administrative costs are shared by the 
Federal Government on a fifty-fifty basis. 

To qualify for the grant, the State 
must have had its plan approved by the 
Federal agency; such plan must meet 
eight specified conditions, the more im- 
portant of which follow: (1) be in effect 
in all political subdivisions of the State, 
and, if administered by them, be manda- 
tory on them; (2) provide for financial 
participation by the State; (3) provide 
for granting to any individual whose 
claim is denied an opportunity for a fair 
hearing before the State agency; (4) pro- 
vide for proper and efficient administra- 
tion; (5) supply requested reports to the 
Federal agency; and (6) provide for 
secrecy of records of clients. Payment 
of the grant may be withheld if any of 
these conditions is violated. All States, 
the District of Columbia, Alaska, and 
Hawaii have accepted these conditions. 

The national average of payments to 
the needy aged is less than the maximum 
amount subject to Federal financial par- 
ticipation with a wide range of amounts 
among the States. The States with 
meager resources must burden them- 
selves more than wealthier States to 
make a like payment to a beneficiary. 
States have tended to apply their limited 
funds to the programs aided by the Fed- 
eral Government as a means of increas- 
ing funds for distribution, but this has 
had the effect of reducing expenditures 
for exclusively state relief programs, e.g., 
general assistance. To equalize the pay- 
ments nationally, the Social Security 
agency advocates the adoption of a vari- 
able grant formula providing for an 
equitable payment to be made to each 
needy person with the State share to be 
in proportion to its economic ability. 

The States have considerable latitude 
in this program; within the stated limits 
of the law, they decide who shall be 
eligible, how much each recipient shall 
be paid and for how long, and the ad- 
ministrative procedures. Working rela- 
tions between the Federal agency and the 
State agencies charged with administer- 
ing the program have been highly satis- 
factory. 


of 
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Aid to Dependent Children is limited to 
persons under 16 years of age, or 18 if 
attending school, who are deprived of 
parental support. A State residence re- 
quirement of one year must be met. The 
schedule of Federal aid is three-fourths 
of the first $12 monthly payment to all 
children plus one-half of the remainder 
up to $27 for the first child and one-half 
of the excess up to $18 for each addi- 
tional child aided in one family. 


Nearly 1.4 million children in 500,000 
families received aid in July 1949, but 
limitations on Federal assistance to de- 
pendent children result in somewhat more 
than that number receiving no benefits 
either under government insurance or 
direct governmental aid. The average 
monthly payment per family ranged from 
$27 to $135 with lower payments usual in 
the lower-income States. 


Payments under the Aid to the Blind 
program are shared in the same propor- 
tions as are those in Old-Age Assistance 
As in other public assistance programs, 
the low-income States are unable to take 
full advantage of Federal matching pro- 
visions, and so receive below-average per 
capita allocations of Federal funds. The 
range of payments in the States was 
from $22 to $82 per month per individual 
in July 1949 with about 90,000 persons 
participating. 

Maternal and Child Welfare programs 
include three, all State-administered, 
under the supervision of the Children’s 
Bureau in Washington. Attention is 
given to rural areas and areas of special 
need—rich in children, poor in income. 
State plans must be prepared and have 
the approval of the Federal agency to 
make the state eligible for aid. 


For Maternal and Child Health, Fed- 
eral grants are allocated on the basis 
of (1) the number of live births, (2) the 
State’s need for help in providing serv- 
ices, and, (3) rural child population. The 
formula, including weights, is not avail- 
able to the public. States must match 
half the granted funds. The States con- 
duct prenatal clinics, public health nurs- 
ing services, physical examinations of 


children of school age, and numerous 
other services. 


Grants for Crippled-Children Services 
provide for locating crippled children, 
medical and corrective services and care, 
and other types of special services. The 
States share Federal grants on the basis 
of number of children under 21 years of 
age and must match half the Federal 
payments. 


Child-Welfare Services activities in- 
clude protection and care of homeless, 
dependent, and neglected children. Fed- 
eral grants to the states are shared ac- 
cording to the proportion of rural popu- 
lation. Federal funds are also used to 
provide personnel to develop and super- 
vise local programs and to furnish con- 
sultative services in special fields. 


Emergency Maternity and Infant Care 
was a national-defense emergency pro- 
gram to provide for the care of wives of 
enlisted men during the war. From 
March 1948 to its expiration on June 1, 
1948, 1,453,000 maternity and infant cases 
were handled, care being given before, 
during, and after birth. The program was 
directed by the Children’s Bureau with 
the cooperation of thousands of physi- 
cians, many hospitals, and all State 
health departments. The program was 
financed 100 per cent by Federal grant. 


Federal aid is but a small part of the 
total of State and local funds spent for 
the care of children. In a Nation having 
nearly 45 million persons under 18 years 
of age, it is evident that the health and 
welfare needs for them are endless. 
Study of ways of integrating these needs 
with other health and welfare services 
is needed. 

Public Health Grants 

This category of Federal grant pro- 
grams includes a growing list of activi- 
ties, all under the supervision of the 
Surgeon General of the Public Health 
Service. The health of the people of this 
Nation has received more and more at- 
tention during recent years, not only as 
a result of Federal cooperation but by 
the State health agencies and local health 
districts directly. The earliest grants in 
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this field, made in 1918 for venereal dis- 
ease control, were discontinued after 
World War I. In 1921 a further program, 
maternal and child health, was initiated. 
It was discontinued in 1929. The Social 
Security Act of 1935 revived both pro- 
grams and initiated general public health 
work; various laws since have authorized 
new programs. Authorizations, however, 
have not been implemented by the neces- 
sary appropriations in all cases, so that 
expenditures have not yet reached their 
probable higher plateau. 


Grants for General Public Health As- 
sistance and the specific fields, Venereal 
Diseases, Tuberculosis, and Mental 
Health, are made to the States on the 
basis of (1) population, (2) extent of 
their respective problem, and, (3) finan- 
cial need of the State. The weight of 
each factor, as fixed by the Surgeon 
General, differs for each service, but it 
is to be noted that “extent of the prob- 
lem” is the predominant weight. For 
general public-health work, the extent 
factor is measured by the number of 
deaths from all causes except venereal 
disease, tuberculosis, cancer, suicide, acci- 
dent, and it also excludes all maternal 
and infant deaths. 


The specific health activities are 
largely self-explanatory. Venereal dis- 
ease grants are for prevention and treat- 
ment, including rapid treatment centers; 
tuberculosis grants for prevention and 
treatment, including facilities and the 
training of personnel; general assistance 
for a variety of activities conducted by 
State and local health offices, including 
organization, demonstrations, training of 
personnel for State and local health work 
and dental health; and, mental health 
grants are for diagnosis and treatment of 
psychiatric disorders, training of per- 
sonnel, and specific aid to universities 
and hospitals for research (as distin- 
guished from fellowships to individuals). 


The health plans of the States must 
be approved by the Public Health Service. 
The programs submitted must set forth 
the types of services to be rendered, in- 
clude an agreement to accept Federal 


regulation, indicate the amount of State 
funds available, and provide for a merit 
system of personnel administration for 
employees engaged in the work receiv- 
ing Federal funds. The Surgeon General 
has broad discretionary controls in the 
conduct of all programs. These include 
the apportionment of funds, which, like 
the determination of matching require- 
ments, is by regulation rather than stat- 
ute. Regulations are promulgated only 
after agreement with a national asso- 
ciation of State health officers and official 
advisory committees in several fields re- 
view the grant programs as a part of 
their activity. Cooperation between health 
officers of both governmental levels is 
very satisfactory. 


For Hospital Surveys and Construction, 
in 1946, the Congress authorized grants 
to the States for the purpose of survey- 
ing hospital needs and construction. An 
appropriation of $3 millior, allotted to 
the States on the basis of population, 
was made for these surveys, while, for 
construction, a five-year, $375 million, 
grant program was authorized to meet 
not more than one-third of the building 
costs, the amount to be apportioned on 
the basis of population and per capita 
income of the States. Federal funds were 
made available for both public and non- 
profit private hospitals. 


The EKighty-first Congress, first session, 
liberalized this statute; the annual con- 
tribution was doubled, the life of the pro- 
gram extended to 1955, funds are to be 
distributed on a per capita income basis, 
and greater equalization sought to be ob- 
tained through the use of a formula 
which permits the State to set the Fed- 
eral share of project costs at between 
one-third and two-thirds of the total. 


Provisions of the statute governing the 
State plan for construction are very ex- 
tensive, with regard to type of hospital, 
number of beds, absence of discrimina- 
tion on account of race or color, minimum 
standards of maintenance, and conform- 
ance with Federal regulations. The lat- 
ter, prescribed by the Surgeon General 
are also very detailed and that official 
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Aid to Dependent Children is limited to 
persons under 16 years of age, or 18 if 
attending school, who are deprived of 
parental support. A State residence re- 
quirement of one year must be met. The 
schedule of Federal aid is three-fourths 
of the first $12 monthly payment to all 
children plus one-half of the remainder 
up to $27 for the first child and one-half 
of the excess up to $18 for each addi- 
tional child aided in one family. 


Nearly 1.4 million children in 500,000 
families received aid in July 1949, but 
limitations on Federal assistance to de- 
pendent children result in somewhat more 
than that number receiving no benefits 
either under government insurance or 
direct governmental aid. The average 
monthly payment per family ranged from 
$27 to $135 with lower payments usual in 
the lower-income States. 


Payments under the Aid to the Blind 
program are shared in the same propor- 
tions as are those in Old-Age Assistance. 
As in other public assistance programs, 
the low-income States are unable to take 
full advantage of Federal matching pro- 
visions, and so receive below-average per 
capita allocations of Federal funds. The 
range of payments in the States was 
from $22 to $82 per month per individual 
in July 1949 with about 90,000 persons 
participating. 

Maternal and Child Welfare programs 
include three, all State-administered, 
under the supervision of the Children’s 
Bureau in Washington. Attention is 
given to rural areas and areas of special 
need—rich in children, poor in income. 
State plans must be prepared and have 
the approval of the Federal agency to 
make the state eligible for aid. 


For Maternal and Child Health, Fed- 
eral grants are allocated on the basis 
of (1) the number of live births, (2) the 
State’s need for help in providing serv- 
ices, and, (3) rural child population. The 
formula, including weights, is not avail- 
able to the public. States must match 
half the granted funds. The States con- 
duct prenatal clinics, public health nurs- 
ing services, physical examinations of 


children of school age, and numerous 
other services. 


Grants for Crippled-Children Services 
provide for locating crippled children, 
medical and corrective services and care, 
and other types of special services. The 
States share Federal grants on the basis 
of number of children under 21 years of 
age and must match half the Federal 
payments. 


Child-Welfare Services activities in- 
clude protection and care of homeless, 
dependent, and neglected children. Fed- 
eral grants to the states are shared ac- 
cording to the proportion of rural popu- 
lation. Federal funds are also used to 
provide personnel to develop and super- 
vise local programs and to furnish con- 
sultative services in special fields. 


Emergency Maternity and Infant Care 
was a national-defense emergency pro- 
gram to provide for the care of wives of 
enlisted men during the war. From 
March 1943 to its expiration on June 1, 
1948, 1,453,000 maternity and infant cases 
were handled, care being given before, 
during, and after birth. The program was 
directed by the Children’s Bureau with 
the cooperation of thousands of physi- 
cians, many hospitals, and all State 
health departments. The program was 
financed 100 per cent by Federal grant. 


Federal aid is but a small part of the 
total of State and local funds spent for 
the care of children. In a Nation having 
nearly 45 million persons under 18 years 
of age, it is evident that the health and 
welfare needs for them are endless. 
Study of ways of integrating these needs 
with other health and welfare services 
is needed. 

Public Health Grants 

This category of Federal grant pro- 
grams includes a growing list of activi- 
ties, all under the supervision of the 
Surgeon General of the Public Health 
Service. The health of the people of this 
Nation has received more and more at- 
tention during recent years, not only as 
a result of Federal cooperation but by 
the State health agencies and local health 
districts directly. The earliest grants in 
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this field, made in 1918 for venereal dis- 
ease control, were discontinued after 
World War I. In 1921 a further program, 
maternal and child health, was initiated. 
It was discontinued in 1929. The Social 
Security Act of 1935 revived both pro- 
grams and initiated general public health 
work; various laws since have authorized 
new programs. Authorizations, however, 
have not been implemented by the neces- 
sary appropriations in all cases, so that 
expenditures have not yet reached their 
probable higher plateau. 


Grants for General Public Health As- 
sistance and the specific fields, Venereal 
Diseases, Tuberculosis, and Mental 
Health, are made to the States on the 
basis of (1) population, (2) extent of 
their respective problem, and, (3) finan- 
cial need of the State. The weight of 
each factor, as fixed by the Surgeon 
General, differs for each service, but it 
is to be noted that “extent of the prob- 
lem” is the predominant weight. For 
general public-health work, the extent 
factor is measured by the number of 
deaths from all causes except venereal 
disease, tuberculosis, cancer, suicide, acci- 
dent, and it also excludes all maternal 
and infant deaths. 


The specific health activities are 
largely self-explanatory. Venereal dis- 
ease grants are for prevention and treat- 
ment, including rapid treatment centers; 
tuberculosis grants for prevention and 
treatment, including facilities and the 
training of personnel; general assistance 
for a variety of activities conducted by 
State and local health offices, inciuding 
organization, demonstrations, training of 
personnel for State and local health work 
and dental health; and, mental health 
grants are for diagnosis and treatment of 
psychiatric disorders, training of per- 
sonnel, and specific aid to universities 
and hospitals for research (as distin- 
guished from fellowships to individuals). 


The health plans of the States must 
be approved by the Public Health Service. 
The programs submitted must set forth 
the types of services to be rendered, in- 
clude an agreement to accept Federal 


regulation, indicate the amount of State 
funds available, and provide for a merit 
system of personnel administration for 
employees engaged in the work receiv- 
ing Federal funds. The Surgeon General 
has broad discretionary controls in the 
conduct of all programs. These include 
the apportionment of funds, which, like 
the determination of matching require- 
ments, is by regulation rather than stat- 
ute. Regulations are promulgated only 
after agreement with a national asso- 
ciation of State health officers and official 
advisory committees in several fields re- 
view the grant programs as a part of 
their activity. Cooperation between health 
officers of both governmental levels is 
very satisfactory. 


For Hospital Surveys and Construction, 
in 1946, the Congress authorized grants 
to the States for the purpose of survey- 
ing hospital needs and construction. An 
appropriation of $3 million, allotted to 
the States on the basis of population, 
was made for these surveys, while, for 
construction, a five-year, $375 million, 
grant program was authorized to meet 
not more than one-third of the building 
costs, the amount to be apportioned on 
the basis of population and per capita 
income of the States. Federal funds were 
made available for both public and non- 
profit private hospitals. 


The Eighty-first Congress, first session, 
liberalized this statute; the annual con- 
tribution was doubled, the life of the pro- 
gram extended to 1955, funds are to be 
distributed on a per capita income basis, 
and greater equalization sought to be ob- 
tained through the use of a formula 
which permits the State to set the Fed- 
eral share of project costs at between 
one-third and two-thirds of the total. 


Provisions of the statute governing the 
State plan for construction are very ex- 
tensive, with regard to type of hospital, 
number of beds, absence of discrimina- 
tion on account of race or color, minimum 
standards of maintenance, and conform- 
ance with Federal regulations. The lat- 
ter, prescribed by the Surgeon General 
are also very detailed and that official 
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may withhold grant payments in the 
event of non-conformance. A unique pro- 
vision of this law is that empowering a 
State, in event that the Surgeon General 
disapproves a project application, to ap- 
peal to a Federal court for a hearing. 
This program is moving forward actively 
and successfully. 

National Institutes Grants including aid 
for programs in cancer and heart disease 
control and treatment and for research 
are made to the States. Similarly, grants 
are made for dental research, which are 
financed by the General Public Health As- 
sistance funds. 


Water Pollution Control. Grants for 
certain activities were first authorized 
in 1948. The program is under super- 
vision of the Federal Security Agency 
and General Services Administration 
(formerly, Federal Works Agency), 
jointly, and is aimed to serve the water 
resources of the Nation by controlling 
pollution. Grants would be made for in- 
vestigations and planning control proj- 
ects, and loans for construction. The pro- 
gram is just under way with a small 
appropriation for planning. 

Emergency expenditures included in 
this grouping are the payments reported 
under General Services Administration 
for highways and flood relief, Civil 
Works, Public Works, F.E.R.A., and 
Works Progress agencies. The first 
emergency unemployment program was 
an “advance” to the States in 1933 for 
highways (repayment of most of which 
was waived subsequently); and this was 
followed, during the years 1934 through 
1944, by the emergency programs of the 
other agencies named. Some of the expen- 
ditures were directly for grants, and some 
were directly by the Federal agency for 
the benefit of State and local govern- 
ments; a painstaking analysis of the 
records resulted in the data—of a weather 
vane type—included in Table IV.7 Fed- 
eral programs to provide work relief for 


7For the intervening years, data of the 
same sort may be found in the Budget Bu- 
reau’s (multilithed) table, Expenditures 
for Federal Grants-in-Aid and Shared Rev- 
enues, Selected Years 1902 through 1950. 
U. S. Bureau of the Budget, Washington, 
D.C. May 2, 1949. 


young persons during these years (e.g., 
National Youth Administration, Civilian 
Conservation Corps) are excluded from 
this tabulation. Liquidation of Public 
Works Administration expenditures are 
final payments on capital projects, 
largely in cities, begun in the Thirties as 
emergency relief programs. 


For over a decade the Federal Govern- 
ment has aided public and private non- 
profit elementary and high schools by the 
operation of the National Schoo! Lunch 
Program. Not all schools participate, of 
course. Until 1946, when the program 
was formally established by law, the 
Congress had authorized the Department 
of Agriculture to divert purchases of sur- 
plus commodities to the program, and to 
advance funds to the schools from the 
Exportation and Domestic Consumption 
Appropriation. The 1946 law, however, 
established new conditions, as follows. 
first, the program is to be supervised 
by the participating States. Second, ap- 
propriations are now regular grants— 
supplemented by utilization of purchases 
of surplus commodities. Third, the for- 
mula for distribution of funds is based 
on the number of school children of five 
through seventeen years of age and the 
financial ability of the States as deter- 
mined by per capita income; and fourth, 
a variable matching ratio. States having 
a per capita income above the national 
average must match dollar for dollar; 
States having a lower than average per 
capita income pay a proportionately 
smaller amount. Beginning in 1951, the 
matching by the States will increase 
gradually until in 1956, they must put 
up $3 for each Federal dollar. 


Housing and Community Facilities 

Except for the housing programs, the 
activities in this function are war-induced 
and will soon expire. (See Table V.) 
Public housing for low-income families 
started as a depression program and has 
continued since that time with minor 
changes until 1949. 


The United States Housing Authority 
Act of 1937 authorized granting Allow- 
ances to Local Housing Authorities to 
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maintain the low-rent character of hous- 
ing developments, in addition to loans, 
up to $28 million annually. These con- 
tributions, or grants, were designed to 
make up the difference between what the 
tenants normally would have to pay for 
decent new housing and the amount fami- 
lies living in slums could afford. This 
grant program has continued, and with 
the Housing Act of 1949 will be greatly 
expanded. 


The law required that local govern- 
ments should contribute an amount at 
least equal to 20 per cent of the Federal 
payment. This has been accomplished 
usually by providing for exemption of 
the housing project from local taxation. 
In practice, the local contribution has 
been much greater. In this program the 
Federal agency deals directly with the 
local housing authorities, (an agency 
which most of the States have authorized 
municipalities to establish). These au- 
thorities must prepare a ten-year plan 
of operation. This must include the estab- 
lishment of a cooperative contract with 
the local governments in which jurisdic- 
tion they operate, providing for elimi- 
nation of slum dwellings, for public serv- 
ices to residents, and for tax exemption 
and/or such payments in lieu thereof 
as may be agreed upon. After approval 
of a project by the President, a contract 
for financial aid is made by Public Hous- 
ing Authority with the local authority. 


The Housing Act of 1949, exclusive of 


loan and other features, greatly expanded 
the low-rent housing program. Additonal 
annual contributions of $85 million were 
authorized for fiscal 1950 and further 
increases provided for each subsequent 
year to a maximum of $308 million in 
1954. It also authorized capital grants 
of $500 million over a five-year period 
beginning with 1950, to finance two- 
thirds of the cost of slum clearance and 
redevelopment projects in municipalities. 

Veterans’ Re-use Housing was a pro- 
gram designed to assist in supplying 
housing for veterans after the war, and 
was adopted by the Congress, late in 
1945, as an emergency action authoriz- 
ing funds to provide temporary housing. 
This was accomplished by the use, con- 
version or re-location of surplus Fed- 
erally-owned facilities such as temporary 
war housing and military barracks which 
were made available to local govern- 
ments, educational institutions, and other 
non-profit organizations. Thus, this is an 
in-kind, rather than a cash, grant pro- 
gram. No provision was made for repay- 
ment to the Federal Government of the 
original cost of the structures and re- 
gional quotas were set to effect an equit- 
able distribution of funds and accommo- 
dations to educational institutions and 
local public agencies. 

A contract between the parties pro- 
vided that the National Government ob- 
tain, move, and re-erect the structures, 
connect them to utilities, pay transpor- 








TABLE V 


Expenditures for Federal Aid to State and Local Governments 
Housing and Community Facilities 


(Thousands of Dollars) 











Estimate 
1946 1948 1950 

Housing and Home Finance Agency: 

Low-rent housing program—annual contributions 7,136 3,336! 6,200 

Veterans’ re-use housing 29,253 42,472 604 
General Services Administration: 

Community facilities, defense public works 54,620 1,003 500 

Public works advance planning (repayable advances) 13,628 7,101 6,000 
Total, Housing and community facilities 104,637 53,911 13,304 





1Includes proposed legislation, $500 thousand. 
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tation costs, and transfer title to the local 
body; and, that the latter provide the 
site, streets, and utility services, remit 
to the Federal agency the net income 
from the operation of the properties, and 
remove the housing when the purposes 
had been served. About 180,000 accom- 
modations were produced as a result of 
this program. A later act authorized 
educational institutions operating veter- 
ans’ projects on their own land to acquire 
ownership, and this privilege was liber- 
ally exercised. 

The Community Facilities program, 
adopted as a national defense emergency 
measure, was set up in 1941 to provide 
the means whereby public works might 
be acquired and operated in areas having 
national defense activities and where an 
acute shortage of public works or equip- 
ment existed. It was a grant in kind, 
and no matching of funds by the local 
unit was required. Federal relations were 
largely with the local governments. 

The projects included public works, 
such as hospitals, schools, streets, water 
and sewer systems, and also services, as 
for example, operation of schools, hospi- 
tals, and child care and recreation cen- 
ters. Many facilities now have been sold 
to local units at a fraction of their origi- 
nal cost. 

Public Works Advance Planning was a 
postwar emergency program of interest- 
free advances amounting to $65 million 
to State and local governments, enacted 
by the Congress in 1944 to encourage 
them to make advance provision for con- 
struction of public works, other than 
housing, and to aid in financing prepara- 
tion of preliminary surveys and plans. 
A proviso, that the advancing of funds 
for this purpose should in no way com- 
mit the Congress to supply funds to 
undertake any projects so planned, was 
written into the legislation. The Eighty- 
first Congress extended the life of the 
program for two years and voted an ad- 
ditional authorization of $100 million. 
However, only $25 million was appro- 
priated for 1950. 

Funds are apportioned 75 per cent 
(formerly 90 per cent) on the basis of 


population, and the remainder at the dis- 
cretion of the Administrator. The Act 
provides that all projects must conform 
to an over-all State, local, or regional 
plan and that advances must be repaid 
if and when construction of a planned 
project is undertaken. 

Some writers hold that this program 
should be classified as a loan rather than 
a grant, on the ground that the funds 
are repayable under the conditiun stated. 
It is noteworthy, in that connection, that 
of $61.7 million advanced since the in- 
itial appropriation, only $7.5 million, or 
12 per cent, had been repaid up to July 
1949. From the point of view of the 
Federal budget, and, more important, of 
the Federal taxpayer, general funds from 
taxes and other current revenues, other 
than borrowing, are required to finance 
the advances, while the reimbursements 
are a relatively minor offset in subse- 
quent years. For this reason the program 
is classified herein as a grant. 


Education and General Research 

Historically, grants for education were 
the first type made in the Nation, begin- 
ning in 1785. (See Table VI.) The grants 
of that day were land grants for public 
schools and higher education and are 
omitted in present-day tabulations of 
grants because they are now inactive. 
Many millions of acres of the public do- 
main were granted to the States under 
the land grant laws during the following 
decades. 

In 1862, the Morrill Act broadened the 
land grant policy to include among the 
courses of instruction, in addition to the 
classics theretofore taught, agriculture 
and the mechanical arts and military tac- 
tics reflecting the era (this Act was 
passed when the Congress represented 
twenty-three States, eleven Southern 
States having seceded). The Act served 
as a forerunner of later cash grants in 
that several conditions were imposed on 
the States: it was required that, first, 
they report to the Congress annually on 
land sales and disposition of the pro- 
ceeds; second, they expend only the in- 
terest, and invest the principal in sound 
securities; third, they report the progress 


a. a i ed 
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TABLE VI 
Expenditures for Federal Aid to State and Local Governments 
Education and General Research 
(Thousands of Dollars) 
Estimate 
1912 1920 1986 1946 1948 1950 
Federal Security Agency 
Promotion of vocational education 2,107 9,450 20,153 26,5388 27,128 
Colleges for agriculture and the 
mechanic arts 2,500 2,500 3,580 5,030 5,030 5,030 
To promote education of the blind 10 30 75 125 125 125 
Federal aid for education (proposed 
legislation) 290,000 
General Services Administration: 
Maintenance and operation of schools 5,461 1,000 
Total, Education and General Research 2,510 4,637 


13,055 25,308 37,154 323,283 











achieved by the colleges; and fourth, they 
supply all buildings and equipment, as 
Federal funds could not be used for con- 
struction. Maxwell reports that the 69 
land grant colleges had an income, in 
1937, of $1 million dollars from their in- 
vestments under this Act. (The Annual 
income from this source is omitted in 
Table I). 


A second Morrill Act in 1890 and sub- 
sequent acts serve as the background for 
the programs reported under this func- 
tion. The total amount, however, remains 
small in relation to the total for all 
grants, unless Federal aid for elementary 
and secondary schools, as proposed by 
the President, be voted. 


Grants for the field, Vocational Educa- 
tion, began with the Smith-Hughes Act of 
1917, a “permanent” appropriation, and 
have been supplemented since by vari- 
ous laws requiring annual appropriation. 
Grants are paid to the States to assist 
in promoting instruction in agriculture, 
home economics, trades and industries, 
and distributive occupations, in public 
schools of less than college grade. They 
are used also for teacher training, re- 
search and vocational guidance, and for 
equipment and supplies. The several laws 
stipulate various bases for the apportion- 
ment of Federal funds for these different 
purposes, some on total population, and 
others on rural, urban, farm, or non-farm 
population. Federal expenditures must be 
matched by State or local funds; in prac- 


tice, they are matched three-fold. The 
full authorization for vocational educa- 
tion, $36 million, has never been appro- 
priated for a single year. 

The usual conditions govern the grants. 
Three are notable: (1) a State board must 
supervise all operations of the local au- 
thorities operating the program, or those 
portions accepted by the State; (2) a 
State plan must be prepared and accepted 
by the Federal agency, and is in extensive 
detail; and (3) an annual report must be 
submitted. Federal funds may be with- 
held if the conditions are not fully met, 
a provision common to grant programs. 

Administrative relations between the 
Federal agency and the State educational 
agencies are satisfactory; education is 
accepted by the former as a State and 
local function, and each State is free to 
develop its plans according to its par- 
ticular needs. General policies, however, 
are developed through joint committees 
of the National and State governments. 
This program is exclusive, of course, of 
the educational program for veterans of 
World War II, which is financed solely 
by the Federal Government and carried 
on in cooperation with approved schools 
and colleges. 

As earlier noted, grant programs for 
Collezes for Agriculture and the Mech- 
anic Arts originated with a “permanent” 
appropriation in 1890 and have since been 
augmented by supplementary Congres- 
sional action. The initial act forbade dis- 
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crimination on account of race or color 
but provided that if any State maintained 
separate colleges, the Federal funds 
might be divided equitably between the 
two. Federal funds may be used only for 
instruction in agriculture, the mechanic 
arts, English, the sciences, and for 
teacher training. The States are not re- 
quired to match the Federal payments in 
this program and Federal supervision is 
only nominal. 

The oldest grant in the list, Education 
of the Blind, established in 1879, is that 
to the American Printing House for the 
Blind in Louisville. That agency manu- 
factures processed materials which are 
distributed to public institutions for the 
blind on the basis of number of pupils. 
No matching is required and the annual 
report of the printing agency is examined 
for compliance and as a basis for making 
future payments. 

Grants for the Maintenance and Oper- 
ation of Schools is a post-war emergency 
program, providing Federal funds to 
those school districts that prove that de- 
fense or war activities have resulted in 


over-burdening their budgets to such an 
extent that assistance is necessary and 
justified. This activity, it is likely, will 
be allowed to expire soon. 
Agriculture and Agricultural Research 
Research and education in agriculture 
are carvied on through four closely re- 
lated grant programs, which, while their 
total cost does not bulk large, have an 
important bearing on the annual gross 
national product through promotion of 
the agricultural segment of the economy 
and the conduct of various other activities 
having an extensive clientele. (See Table 
VII) The programs have received the 
continued and growing support of the 
Congress beginning with the first act 
passed late in the Nineteenth Century. 
Grants to State Experiment Stations, 
operated in connection with the land- 
grant colleges, were first authorized in 
1887. The purposes were to aid in the 
operation of scientific investigations and 
diffusion of agricultural knowledge. The 
earlier grants were not matched and 
could be expended only for expenses; 
later grants require matching and permit 








TABLE VII 


Expenditures for Federal Aid to State and Local Governments 
Agriculture and Agricultural Research 


(Thousands of Dollars) 





1912 


Estimate 


1920 1936 1946 1948 1950 





Department of Agriculture: 
Payments to States, Hawaii, Alaska 
and Puerto Rico for cooperative 
agricultural extension work 
Payments to States, Hawaii, Alaska 
and Puerto Rico agricultural ex- 
periment stations 
Research and Marketing Act of 
1946! 
Exportation and domestic consump- 
tion of agricuitural commodities? 
School lunches 
Purchase of commodities for 
distribution through author- 
ized agencies 


Total, Agriculture and agricultural 
research 


1,592 


1,592 5,912 21,656 


4,472 16,664 23,148 26,364 30,622 


1,440 4,992 7,195 17,151 17,406 


2,421 4,850 


55,938 


6,146 35,004 20,000 





92,427 70,940 62,878 





1This is the grant portion of an account which includes administrative or other 


activities. 


2 This is part of an appropriation for a broader program. 
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a small portion to be expended for build- 
ings and land. All States have estab- 
lished stations and have assented to the 
purposes and requirements, including an 
annual report, and so are eligible for 
Federal funds. Some of these funds are 
apportioned on the basis of total popula- 
tion, the balance on rural population. In 
1948 the States put up nearly $4 for each 
Federal dollar. 


The Research and Marketing Act of 
1946 greatly expanded this area of ac- 
tivity under more complex administrative, 
coordinating, and matching requirements, 
and will more than double the funds to 
become available. The problems of man- 
agement at the Federal level and of co- 
ordination of research at the State level 
are currently under study. 


The grant program for the Extension 
Service was started in 1914 to bring to 
farmers the practical application of agri- 
cultural research. Funds were appor- 
tioned on the basis of rural population 
and the States were required to match 
them. The depression dictated that the 
National Government assume a greater 
share of the expenditures, and, in 1935, 
an expanded program was authorized 
providing funds which were to go to the 
States on the basis of farm population, 
without matching. An act of 1945 brought 
additional support, again allocated on 
the basis of farm population, but with 
equal matching. At present, total expen- 
ditures for this work are borne about 
equally by the Federal Government and 
the State and local units, in actual prac- 
tice. 


Extension work is very far-reaching, 
participation extending to nearly all of 
the 3,050 counties and to thousands of 
rural communities. Initiative for the pro- 
gram vests with the State, with Federal 
agency review and approval each year of 
a State plan and budget. The multiplicity 
of laws governing the several aspects of 
rescarch, with different agencies, funds, 
and matching and other conditions, com- 
plicate administration in each and sug- 
gest the desirability of a broad, coordin- 
ated program. 


The Research and Marketing Act pro- 
gram also expanded research, especially 
in the fields of processing, transporting, 
and marketing commodities, in part 
through experiment stations, and in part 
by the Department of Agriculture, 
through its regional laboratories, and by 
contract with State agricultural or other 
agencies. Only the first-named type of 
activity, however, is classified as a grant. 
The experiment stations must match 72 
per cent of the amount granted them. 
The program is relatively new, and, while 
expanding, has raised problems of ad- 
ministration and coordination which re- 
quire attention, as previously mentioned. 

A “permanent” appropriation, in an 
amount equal to 30 per cent of customs re- 
ceipts of the previous calendar year was 
authorized, beginning in 1938, to finance 
purchases of commodities for a num- 
ber of specified purposes under a grant 
program titled Exportation and Domestic 
Consumption of Agricultural Commod- 
ities. Among these are the distribution of 
such commodities to authorized agencies 
(i.e., those entering into an agreement 
with the Department of Agriculture), 
such as State hospitals, and to schools 
for lunches, both of which are grant pro- 
grams. They are grants-in-kind. Pay- 
ments for the commodities purchased are, 
in the first instance, properly classified 
as subsidies; when the goods are donated 
subsequently to the institutions or school 
districts, their value represents a grant, 
as reported in the table. No matching 
is required; the Federal agency makes 
the distribution to the State or local offi- 
cials with whom it has contracted. 


Natural Resources Not Primarily 
Agricultural 

This function provides for three grants, 
two of which relate to our forests, and 
the third to wildlife service. (See Table 
VIII) 


The Forest-Fire Cooperation program, 
effective since 1911, has authorized the 
Secretary of Agriculture to grant funds 
to the States for prevention and suppres- 
sion of forest fires, under such conditions 
as are determined to be fair and equitable 
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TABLE VIII 


Expenditures for Federal Aid to State and Local Governments 
Natural Resources Not Primarily Agricultural 


(Thousands of Dollars) 











~ Estimate 
1936 1946 1948 1950 
Department of Agriculture: 
Forest-fire cooperation! 1,419 6,974 8,791 8,542 
Farm and other private forestry cooperation! 54 104 218 445 
Department of the Interior: 
Federal aid in wildlife restoration! 1,196 2,464 9,450 
Total, Natural resources not primarily agricultural 1,473 8,274 11,473 18,437 








‘This is the grant portion of an account which includes administrative or other 


activities. 








in each State, in order to protect forest 
and water resources and the production 
of timber. The Federal Government will 
not expend more in any State in any year 
than does that State, except in an emer- 
gency. An authorization to expand this 
program by $2 million annually until the 
$20 million ceiling is reached in 1955 was 
adopted by the Eighty-first Congress. 


Other Private Forestry Cooperation is 
a similar program, under which the Sec- 
retary is authorized to cooperate with 
States in procurement, production, and 
distribution of forest-tree seeds and 
plants, for the purpose of establishing 
wind-breaks and wood lots. The States 
must match this grant. The Eighty-first 
Congress broadened this law also. 


Cooperation with the States in the 
Federal Aid in Wildlife Restoration pro- 
gram began in 1937. The Secretary of 
the Interior is authorized to apportion 
funds, one-half each on the basis of area 
and of paid hunting-license holders, equal 
to the revenue accruing from taxes on 
firearms, shells, and cartridges. The 
State fish and game department (the 
local agency usually involved) must ac- 
cept Federal standards for its projects 
and agree not to divert hunting-license 
fees from the administration of the serv- 
ice. The Federal share of any project is 
not permitted to exceed 75 per cent of 
the cost. 


Transportation and Communication 
Federal aid for Highway construction 
is the major component of this function, 


augmented since 1946 by a small total 
for airports. (See Table IX.) Histori- 
cally, Highways accounted for nearly one- 
half of all regular Federal aid. The pro- 
portion fell off during the depression 
years, when this type of construction, 
affording an outlet for the relief of un- 
employment, was classified as a Social 
Welfare function. Since that era, High- 
ways has ranked second to Public Assist- 
ance. On the basis of the nation-wide 
needs for both peace-time and defense 
traffic routes, especially in urban areas, 
this program might well reflect an even 
more significant role. 

Since 1911, State Marine Schools, now 
conducted in four States, have received 
cash grants and the use of naval vessels 
and equipment for training. The granted 
funds must be matched. 

The category, Federal-Aid Highways, 
includes a diversity of programs, some 
of which are regular and others, either 
employment, relief or defense, emer- 
gency activities. The initiation of a post- 
war construction program, authorized by 
the Highway Act of 1944, brought the 
integration of most of the older pro- 
grams into an over-all plan. Expendi- 
tures under the old classification will 
continue to be reported for a few years, 
however, because actual payments for 
construction projects necessarily lag be- 
hind the incurrence of contractual obli- 
gations for such works. 


All of the highway programs are 
supervised by a single Federal agency 
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TABLE IX 


Expenditures for Federal Aid to State and Local Governments 
Transportation and Communication 


(Thousands of Dollars) 








United States Maritime Commission: 
State marine schools 

Department of Commerce: 
Federal-aid highway system 
Federal-aid secondary or feeder roads 
Elimination of grade crossings 


Federal-aid postwar construction pro- 


gram 
Flcod relief, for restoration of roads and 


bridges 
Public lands hithway 


Strategic highway network (national de- 


fense) 
Access roads (national defense) 
Surveys and plans (national defense) 


Emergency relief highways, grade cross- 


ing elimination, etc. NIR funds, etc. 
Flight strips (nationa) defense) 
Federal-aid airport programs! 


Total, Transportation and communication 20,483 27,565 75,868 





_ Estimate 
1920 1936 1946 1948 1950 
177 150 232 296 300 
20,306 27,192 29,302 23,339 7,000 
5,204 5,559 4,000 
5,324 9,863 11,000 
4,619 275,685 440,000 
223 51 
30 239 1,300 
8,347 3,113 2,000 
18,169 7,704 3,300 
1,074 756 1,000 
3,180 831 500 
387 112 
6,000 47,250 
333,550 517,650 





1This is the grant pertion of an account which includes administrative or other 


activities. 








and are subject uniformly to extensive 
regulations as to types of roads aided, 
planning of projects specifications, cost 
limits, construction methods, and main- 
tenance. 


The first Federal law on the subject, 
the Act of 1916, recognized the impor- 
tance of a unified system of highways 
throughout the Nation by appropriating 
funds for distribution among the States 
for the building of “post” roads (which, 
the New York Constitutional Convention 
reported, came to mean “most” roads). 
Five years later, a new basic act, pat- 
terned after the first, classified all roads, 
limited the types eligible for Federal 
aid, and set the standard for future higii- 
way aid, Among its main features were: 
(1) the Federal Government would deal 
only with the State; (2), the State must 
establish an adequate highway depart- 
ment, having sole authority for all aided 
projects (a stepping stone for many a 
governor); (3), a formula for distribu- 
tion of Federai funds, one-third each on 
population, area, and rural delivery and 


star route mileage; and (4), maintenance 
of the completed highways by the State. 
All proposed plans must be submitted by 
the States to the Federal agency for ap- 
proval. Federal funds must be matched, 
except that, in those States having ex- 
tensive public lands, the federal share 
might exceed 50 per cent. 

Grants tor the survey and construction 
and maintenance of main roads through 
Public Lands, allocated in proportion that 
such lands in each State bear to the total 
area of such lands in all eligible States, 
were authorized in 1930. No matching 
was required, but preference was given 
to projects located on the Federal-Aid 
Highway System. 

The depression of the 1930’s shifted a 
larger burden of highway financing to 
the Federal Government, thus affording 
relief to the States’ treasuries and inci- 
dentally permitting the annual outlay to 
be swelled greatly. The established pro- 
gram was further extended in 1936 to 
include the areas of Secondary or Feeder 
Roads and to prevent the Elimination of 
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Grade-crossings. Distribution of funds 
for the latter program varied from that 
for the other types of highways, as it 
was based one-half on population, and 
one-fourth each on Federal-aid highway 
mileage and railroad mileage. Further, 
matching by the State was not required. 


With the advent of the War the need 
to build roads and bridges to military and 
naval installations, defense industries, 
and the sources of raw materials was 
sharply evident. These needs were met 
by the Defense Highway Act of 1941, 
which authorized funds for Access Roads 
and a Strategic Highway Network, gen- 
erally waiving State matching. At the 
same time, funds were authorized for 
100 per cent of the cost of Flight Strips 
adjacent to public highways, and, when 
matched, funds for Surveys and Plans for 
by-passes or extensions into and through 
municipalities and metropolitan areas. 


The latest advance in this field is found 
in the Post-War Highway Act of 1944 
which recognized, to an extent, the need 
for financing urban highways. This act 
called for the development of a national 
system of interstate highways (presently 
37,200 miles) to become an integral part 
of the Federal-aid system; made Federal 
aid available for secondary roads either 
outside or inside municipalities of less 
than 5,000 population; and, established 
an urban-aided system in municipalities 
having over 5,000 population. Of the in- 
itial authorization of $500 million an- 
nually for three years, 45 per cent was 
to be allocated for the Federal-aid sys- 
tem, 30 per cent for secondary roads, and 
the remaining 25 per cent for projects 
in urban areas, the latter to be appor- 
tioned solely according to urban popula- 
tion. This same basis of distribution has 
been used for subsequent appropriations. 


During the three decades that the Fed- 
eral Government has participated in 
State and local road construction, a 
highly satisfactory cooperation has de- 
veloped between the Federal agency and 
the State highway departments. This is 
credited in part to the high grade pro- 
fessional service existing at both levels 


of government and in part to the active 
participation and counsel of private or- 
ganizations concerned with traffic facili- 
ties and control. It is natural that ques- 
tions arise respecting certain aspects of 
types of highways aided, locations of 
routes, and the like, but these usually 
are resolved ultimately. 


The Federal-Aid Airport Program saw 
the extension of Federal assistance from 
transportation on land to that in the air 
and was an outgrowth of World War II. 
Preparation for the war required the de- 
velopment of defense landing areas, and, 
while they were related to military ac- 
tivities, administration of the program 
to that end was vested with a civil 
agency. This agency, together with the 
Works Progress Administration, had con- 
structed several hundred civil airports 
during the depression period. In order to 
establish a nation-wide system of public 
airports, which at the same time would 
give ample consideration to possible 
future military needs, the Congress, in 
1946, enacted a law to provide Federal 
aid for construction of civil airports. 


The act authorized a $500 million, 
seven-year program on the part of the 
Federal Government; 75 per cent of the 
annual appropriation was to be appor- 
tioned among the States on the basis 
one-half each of population and area, 
with the remaining 25 per cent dis- 
tributed at the discretion of the Admin- 
istrator. The Federal share of construc- 
tion costs of any project was 50 per cent, 
except for larger airports in which cases 
a gradually reducing scale of sharing was 
applied, and, one-fourth of land acquisi- 
tion costs. An unusual feature of the 
law is that the Federal agency may deal 
directly with local agencies instead of 
with the State unless a State law pro- 
hibits this. 

The Adminstrator must prepare a na- 
tional program each year, enumerating 
the location and size of each project. It 
is noted that those for the larger classes 
of airports also require the approval of 
the Congress. The Administrator has ex- 
tensive regulatory control, and for a time 
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there was pronounced opposition to the 
drafted regulations, still probably exces- 
sive, the sponsors of airport projects as- 
serting that their autonomy would be 
usurped by a Federal agency. This im- 
passe, together with the conservatism in 
positive action required of the Congress, 
delayed the progress of this program. A 
large number of projects have been ap- 
proved in the past two years, however, 
and it is probable that the Congress will 
extend the duration of Federal aid in this 
field. The first session of the Eighty-first 
Congress stipulated that grants appor- 
tioned to States and not obligated by 
them should be redistributed to States 
actively participating in the program. 


LABOR 


This function includes grants to the 
States for two distinct but closely re- 
lated services conducted by them to pro- 
mote security for wage earners—public 
employment offices and unempioyment 
compensation administration. A _ third 
service, proposed by the President—pro- 
motion of safety in industry—has not 
received Congressional endorsement as 
yet. (See Table X.) 

The grants for Employment Offices and 
Unemployment Compensation Adminis- 
tration were both established during the 
early years of the depression. The for- 


mer was inaugurated in 1933 on a modest 
scale, under the Department of Labor, 
to assist the States in the operation of 
employment offices. Grants were made 
on the basis of population and matching 
by the States was required. 


The course of the program was greatly 
affected, two years iater, by the passage 
of the Social Security Act, which, among 
its several titles, included one setting up 
the second-named grant. That Act pro- 
vided for a tax on pay rolls of certain 
groups of employers for unemployment 
insurance, to be available under certain 
conditions, to the States which would ad- 
minister the fund. Federal tax collections 
were divided three ways: (1) for Fed- 
eral administrative expenses; (2) for 
State administrative expenses; and (3) 
the remainder held in a trust fund for 
the States, subject to withdrawal by them 
as needed to pay unemployment compen- 
sation. The law provided that tax offsets 
(90 per cent of the Federal pay roll tax) 
and grants for all “proper and efficient” 
administration costs of such payments 
be allowed if the State law stipulated, 
among many mandatory conditions, that 
payment of compensation should be made 
solely through public employment offices. 
This service was administered by the 
Social Security Agency. 











TABLE X 


Expenditures for Federal Aid to State and Local Governments 
Labor and General Government 


(Thousands of Dollars) 











Estimate 
1912 1920 1986 1946 1948 1950 
Department of Labor: 
Grants to States for public employ- 
ment offices 2,049 65,893 
Grants to States for unemployment 
compensation administration 9388 55,726 67,155 12 
Grants to States for unemployment 
compensation and employment 
service administration 135,006 
Industrial safety program (proposed 
legislation) 3,000 
District of Columbia: Federal con- 
tribution 6,006 9,559 5,852 6,000 12,000 12,000 
Total, Labor and General Government 6,006 9,559 8,839 61,726 


145,048 150,019 
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TABLE XI 


Shared 
(Thousand 


Revenues 
s of Dollars) 





Estimate 


1912 1920 1936 1946 1948 1950 





Agriculture and Agricultural Resources 
Department of Agriculture: Payments 
to counties from submarginal land 
program, Farm Tenant Act 
Natural Resources Not Primarily 
Agricultural 
Federal Power Commission: Payments 
to States under Federal Power Act 
Department of the Interior: Payments 
to States from grazing receipts on 
public and Indian ceded lands 
Payments to States of 5 per cent of 
proceeds from sales of public lands 
and materials 
Colorado River Dam fund, Boulder 
Canyon project, payments to Ari- 
zona and Nevada 
Payments to counties, Oregon and 
California land-grant fund 
Payments to Coos and Douglas Coun- 
ties, Oregon, in lieu of taxes on 
Coos Bay Wagon Road grant lands 
Payments to Oklahoma from royal- 
ties, oil and gas, south half of Red 
River 
Payments to States and Alaska, re- 
ceipts from mineral leasing, public 
lands 
Payments to States from potash de- 
posits, royalties and rentals 
Payments to counties, Migratory 
Bird Conservation Act 
Department of Agriculture: 
Payments to States and Territories 
from national forests fund 
Payments to school funds, Arizona 
and New Mexico 
War Department, civil functions: 
Payments to States, Flood Control 
Act of 1938, as amended 
Tennessee Valley Authority: Payments 
to States, etc., in lieu of taxes 


274 403 233 


65 26 24 27 
498 517 235 
244 3 


600 600 600 
261 856 1,442 2,500 


10 


1,474 3,771 5,684 9,600 
255 316 
69 136 100 


482 1,070 817 4,003 4,577 5,995 
79 21 36 49 55 


242 244 
45 1,992 2,005 2,200 


Total, Shared Revenues 








726 1,149 2,698 12,418 16,001 21,812 





As these two parallel services grew, 
there were two different laws and two 
sets of regulations in effect. The new 
activity assumed by the State employ- 
ment offices, which represented most of 
their workload, was financed 100 per cent 
by a Federal grant under the supervision 
of one Federal agency while the older ac- 
tivity was financed by a matched grant 
under another agency. This situation 


continued until 1939, when a Presidential 
reorganization act transferred the em- 
ployment offices to the jurisdiction of the 
security agency to effect the desired in- 
tegration with the handling of unemploy- 
ment payments. 

Early in 1942 the war impelled Presi- 
dent Roosevelt to nationalize the employ- 
ment service, thus automatically discon- 
tinuing grants for it. This status con- 
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tinued until November 1946 when the 
service was returned to the States, again 
under the Department of Labor. The 
Congress acted in 1948, however,—over 
a Presidential veto—to integrate the two 
services once again under the security 
agency. Finally, in accordance with the 
recommendation of the Hoover Commis- 
sion, the services were transferred by 
Presidential reorganization act to the 
Department of Labor, effective August 
1949. 


The appropriation acts of recent years 
have waived the fund matching require- 
ment of the original employment offices 
act. There has been much unrest among 
the States as a result of the Federal re- 
straints on their administration of these 
services. 


General Government 

The singie grant program in this func- 
tion is the Federal Contribution to the 
District of Columbia. This item is an 
annual payment to the District to help 
defray its current expenses. 


SHARED REVENUES 

Under this title a series of fifteen 
programs, financed in part by the shar- 
ing of Federal revenues with the States 
and local units, are reported. (See Table 
XI.) The amount of the Federal pay- 
ment usually is determined by the re- 
ceipts of a “special” fund, of which a 
percentage, specified in the respective 
subject statutes, is returned to the States 
in which the moneys are collected. The 
financial effect is identical with a grant, 
although the amount of payment may be 
indeterminate at the time of the appro- 
priation and require adjustment later. 


The total of revenues shared with the 
States is relatively small, but it is grow- 
ing. The major sources of the special 
funds are mineral leases, national forests, 
Tennessee Valley Authority power sales, 
and Oregon-California land grant funds 


The Department of the Interior ad- 
ministers nine of the programs, the De- 
partment of Agriculture, three, and vari- 
ous agencies the others. Eight of the 
accounts represent payments directly to 
the States, commonly with the require- 


ment, wholly needless, that the funds be 
used for schools and roads; the remaining 
accounts are for payments to counties, 
except that T.V.A. makes payments both 
to States and to their local units in its 
area, 


CONCLUSION 


This high-spot sketch of Federal 
grants-in-aid is precariously brief; nearly 
every program deserves a chapter for an 
adequate recital of its purpose, methods, 
and effects. As a whole, the grants show 
the financial ties binding the States to 
the Federal Government for a diversity 
of services and under a wide range as to 
the extent of controls and other condi- 
tions. They reflect the constant efforts of 
pressure groups rather than a conscious 
development of a system of intergovern- 
mental fiscal relations. 

Table I indicates the expansion that 
has taken place in the utilization of the 
grant principle. Even so, it omits cer- 
tain programs classified by some writers 
as grants, namely, the National Guard, 
which was Federalized during the War, 
and disaster relief, a program of Federal 
assistance to any governor on his ap- 
peal but for which data are intangible. 


Promises for the future are evidenced 
by an analysis of bills introduced in the 
first session of the Eighty-first Congress 
which would affect grant programs. 
There were over fifty subjects, many for 
new services such as general assistance, 
health of school children, the mentally 
sick, public school construction, adult 
education, nautical schools, demonstra- 
tion libraries, county agricultural build- 
ings, fish conservation, state parks, local 
rural roads, industrial development of 
poorer counties, labor education exten- 
sion, and emergency resources develop- 
ment. These were in addition to bills 
implementing the new activities recom- 
mended by the President. Expansion 
would be authorized by other bills in the 
fields of public assistance, through re- 
vision of the apportionment formula and 
wider coverage, and many other pro- 
grams in the functional areas of social 
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welfare, 
labor. 


education, transportation, and 


The history of the application of the 
grant method up to this time justifies the 
conclusion that it is here to stay and 
grow—especially should the Federal Gov- 
ernment continue its uncompromising 
position of refusing to yield sources of 
revenue to the other levels of the federal 
system. Undoubtedly, steps will be taken 
—‘“by wiser men than we”—the more 


nearly to equalize the effect of the grant 
in providing services to those individuals 
ultimately receiving the aid. 
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